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Established in 1892, Nichimen Corporation is one of the world’s leading general trading companies,

with net sales in the fiscal year ended March 31, 1999, totaling ¥3.3 trillion ($27.0 billion). It is a truly

international company, as evidenced by its extensive network of overseas offices in 87 cities around

the globe.

In addition to its traditional international trade activities, Nichimen is energetically expanding its

operations in such growth industries as electronics and biotechnology, in downstream businesses, in

overseas projects, and in international commodities markets. The Company complements its trading

activities with an array of financial, investment, and information services. 

Nichimen has begun implementing its NEW CREATE 2000 management plan, which is aimed at

improving the profit structure and maximizing the overall value of the Nichimen Group by promoting

greater responsiveness to changes in customer needs and the operating environment. The plan is also

designed to help the Company realize a better future for global society by undertaking a growing num-

ber of business investments and otherwise expanding its activities throughout the world as a creative

business partner.

P r o f i l e
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C o n s o l i d a t e d  F i n a n c i a l  H i g h l i g h t s N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s
Y e a r s  e n d e d  M a r c h  3 1 ,  1 9 9 9 ,  1 9 9 8 ,  a n d  1 9 9 7

Thousands of 
PercentageMillions of Yen U.S. Dollars

Change 
1999 1998 1997 1999 (99/98)

For the year:
Net sales (Total trading transactions) ..................... ¥3,256,420 ¥3,849,811 ¥3,891,041 $27,013,024 –15.4%
Gross trading profit ................................................. 128,483 123,255 119,310 1,065,807 4.2
Operating income.................................................... 21,464 16,873 15,529 178,051 27.2
Net income (loss) .................................................... (21,774) 5,074 4,919 (180,622) —

At year-end:
Total assets ............................................................. 1,887,490 2,048,489 2,055,222 15,657,321 –7.9
Total shareholders’ equity ....................................... 127,594 152,608 151,217 1,058,432 –16.4
Interest-bearing debt............................................... 1,416,141 1,520,019 1,514,818 11,747,333 –6.8

Percentage
Change

Yen U.S. Cents (99/98)

Per share data:
Net income (loss) .................................................... ¥(51.86) ¥12.02 ¥11.61 (43.02)¢ —%
Cash dividends ....................................................... 5.00 6.00 6.00 4.15 –16.7

Note: U.S. dollar amounts represent translations of Japanese yen, for convenience only, at the exchange rate of ¥120.55 to U.S.$1 prevailing at the end 
of March 1999.
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A  M e s s a g e  f r o m  t h e  P r e s i d e n t

Satisfactory Progress in
Implementing NEW CREATE
2000

W
hile Nichimen’s CREATE
98 medium-term manage-
ment plan was to cover the

three years through the fiscal
year under review, ended
March 31, 1999, the Company
cut the plan one year short to
expedite the start of another
three-year medium-term man-
agement plan called NC 2000.
Launched on October 1, 1998,
but retroactively covering the
period from April 1, 1998, NC
2000 calls for Nichimen to

reform its operations, establish
capabilities for coping with
dramatic changes in its operat-
ing environment, and thereby
position itself for steady devel-
opment as a corporate group
that is able to sustain rising
profitability and meet the
expectations of all its stake-
holders. 
U The principal task Nichimen
faces is how best to create
added value and manage relat-
ed risks so that it can generate
stable profits. To overcome the
challenges stemming from the
current era’s turbulence and

Achieving the Goals
of NEW CREATE
2000 (NC 2000)
During the first year of NC 2000, Nichimen achieved satisfactory

progress in strategically redistributing resources to boost profit-

ability, correcting its high cost structure, enhancing its balance

sheet structure, thoroughly managing risks, increasing organiza-

tional efficiency, developing personnel resources, and systemati-

cally improving corporate governance. 

Akira Watari, President
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proceed with the dynamic
development of the Nichimen
Group, the Company must
aptly harmonize and coordi-
nate its three principal activi-
ties—trading, direct
investment, and finance. We
must expertly wield our capa-
bilities in a creative manner
that satisfies customers while
relentlessly striving to maxi-
mize our net assets on a con-
solidated basis. NC 2000
presents us with a strategy for
maximizing Group value and
offers numerical performance
targets that will help sharpen
our focus on strategically
crucial tasks.
U On a divisional level, efforts
are being focused on making
the classic three choices—
deciding to nurture, transfer,
or abandon a given business.
There is a certain degree of
variation in the progress of
individual divisions with regard
to making these choices, but
those divisions that have made
the choices promptly recorded
strong performances during the
fiscal year.
U During the first year of NC
2000, Nichimen achieved satis-
factory progress in implement-
ing the plan’s six principal
strategies, which are 1) strate-
gically redistributing resources
to boost profitability, 2) cor-
recting the high cost structure,
3) enhancing the balance sheet
structure, 4) thoroughly man-
aging risks, 5) increasing orga-
nizational efficiency and

core business fields as machin-
ery, information and communi-
cations equipment, chemicals
and plastics, construction, logs
and lumber, and services. We
are aiming to increase the share
of the Group’s gross profits
generated by such operations
from 52% in the fiscal year
ended March 1998 to 65% in
the fiscal year ending March
2001. This share rose smoothly
during the fiscal year under
review and amounted to 58%
for the period.
U Another goal of similarly
great importance is raising the
share of Nichimen’s profits

developing personnel
resources, and 6) systematically
improving corporate gover-
nance.
U At this point, I will present
an overview of our progress
to date with regard to each
of these strategies. 

1) Strategically
Redistributing Resources
to Boost Profitability
Nichimen’s strategic redistribu-
tion of resources is aimed at
concentrating resources in such

derived from overseas opera-
tions. We are striving to boost
the Group’s ratio of overseas
gross profit to domestic gross
profit from 18-to-100 in the
fiscal year ended March 1998
to 36-to-100 in the fiscal year
ending March 2001. Success-
ful business performance in
Europe and the United States
brought this ratio to 26-to-
100 during the fiscal year
under review, although this
is partly attributable to a tem-
porary depression of domestic
performance. 

2) Correcting the High Cost
Structure
To provide Nichimen with a
stronger business base and
promote the Group’s further
development, NC 2000 calls
for reducing the level of Group
costs 5% over three years. This
calls for organizational consoli-
dation and restructuring as well
as the right-sizing of the head
offices’ staff. NC 2000 calls for
reducing the number of head
offices’ staff from 2,100 to
1,800 over three years. This
goal was almost attained by the
end of the year under review,
reflecting the effects of spin-
ning off certain parent compa-
ny operations as subsidiaries
as well as promoting an early
retirement system. In the
future, we intend to expand the
scope of the right-sizing pro-
gram to encompass the entire
Nichimen Group.
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U In addition to the staff right-
sizing program, Nichimen is
aiming to right-size its comple-
ment of affiliated companies.
The Company is proceeding
with the reorganization, con-
solidation, and dissolution of
consistently unprofitable affili-
ates with structural problems.
Affiliates that annually generate
less than ¥50 million of ordi-
nary income are being merged
to form medium-scale com-
panies. The number of
Nichimen’s affiliates peaked
at 313 during the fiscal year
ended March 1998, and we are
working to eliminate approxi-
mately 100 of these companies
through mergers and close-
downs. During the fiscal
year under review alone,
we reorganized, consolidated,
or dissolved 26 unprofitable
subsidiaries and arranged
mergers that reduced the
number of our small-scale
subsidiaries by 7.
U To upgrade our competitive-
ness, we are promoting the
spin-off of parent company
operations in the form of sub-
sidiaries and the employment
of outsourcing resources. We
spun off a portion of adminis-
trative operations through the
April 1999 establishment of
two wholly owned sub-
sidiaries—Nichimen Cash
Management Corporation and
Nichimen Business Support
Corporation—which are
responsible for routine finance-
related work and administra-

end of NC 2000. 
U Nichimen is attaining these
goals by reappraising the func-
tions of Group companies and
consolidating and liquidating
those companies to boost ROA.
The Company is also expedit-
ing the liquidation of low-profit
assets. We will not be able to
realize the goals without relent-
less efforts, but we do expect to
attain the goals. 

4) Thoroughly Managing
Risks
I have already mentioned that
Nichimen must effectively cre-
ate added value and manage
related risks so that it can gen-
erate stable profits. Based on
the new guidelines Nichimen
adopted for all its business
investments in October 1997,
the Company has upgraded its
capabilities for the thorough
screening of new investment
proposals and the sustained
follow-up monitoring of exist-
ing investments. In November
1998, Nichimen introduced its
own credit rating system and
interest rate guidelines for
loans to companies in each rat-
ing group. At the same time,
the Company strengthened
Groupwide risk management
systems through such measures
as the establishment of a peri-
odic affiliate audit system. This
Groupwide internal control
system draws on the accumu-
lated experience and wisdom
of five veteran auditors who
have retired from the parent

structure is another crucial
management objective.
Nichimen is working to do this
by improving the efficiency
with which the Group uses its
capital and by reducing interest-
bearing debt. We are aiming to
raise our consolidated return
on assets (ROA) ratio from
0.25% in the fiscal year ended
March 1998 to more than
0.55% in the fiscal year ending
March 2001. During the first
year of NC 2000 alone, we
were able to decrease interest-
bearing debt ¥100 billion, and
we intend to shrink the debt by
another ¥120 billion by the

tive support for marketing
departments. 
U Nichimen is also aggressively
liquidating low-profit assets.
As mentioned later in this mes-
sage, during the period under
review, we boldly accounted for
latent losses on equities and
sold such assets as employee
dormitories and housing
facilities. 

3) Enhancing the Balance
Sheet Structure
Enhancing the balance sheet
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company and now travel to
affiliates to make spot-checks of
related management situations.
Compared with the previous
internal audit system, the new
system provides for audits to
be conducted at shorter inter-
vals so that any problems that
might emerge can be eliminated. 

5) Increasing Organizational
Efficiency and Developing
Personnel Resources
All successful trading compa-
nies must be organized in a
way that allows them to
respond flexibly to changes in
customer needs and in their
operating environments. To
increase its organizational effi-
ciency, Nichimen is reorganiz-
ing and consolidating its
marketing divisions and their
departments, both in Japan and
overseas. In April 1999, the
Company took consolidation
steps that reduced the number
of its marketing divisions from
14 to 12 and lowered the num-
ber of the divisions’ depart-
ments from 59 to 41.
Administrative operations were
greatly revamped at the same
time, with the number of
administrative divisions low-
ered from seven to four.
U The Company is also taking
efficiency-raising measures
overseas. All overseas sub-
sidiaries supervised by the
head offices have been placed
under the supervision of the
respective regional headquar-
ters. For example, Nichimen

to undertake new types of jobs
in different fields. 

6) Systematically Improving
Corporate Governance
Nichimen is sustaining steady
progress in its efforts to enhance
its corporate governance sys-
tems. To this end, the Company
is seeking to enhance the func-
tionality of its Board of Direc-
tors and encourage the board
to maintain a consistent empha-
sis on results-oriented strate-
gies. Initially, we have moved
to expedite and rationalize deci-
sion making by organizational-
ly separating decision-making
and operational-execution pro-
cesses. This is to be achieved by
reducing the number of direc-
tors and instituting an executive
officer system. In June 1999,
the number of directors was
lowered from 29 to 9, and 14
executive officers were appoint-
ed. At the same time, new
remuneration systems for direc-
tors and executive officers were
introduced to promote greater
emphasis on achieving concrete
results. We are also preparing
to enhance the functionality of
our board of auditors through
measures that include the post-
ing of additional specialists to
that board’s staff.

Overview of Performance
during the Year under Review

A
s I have described, during
the fiscal year under review,
Nichimen placed strong

emphasis on implementing

through the establishment of
Nichimen Kyushu Corp. and
Nichimen Nishinihon Corp. 
U Personnel strengths are key
to a general trading company’s
success. In addition to staff
right-sizing, Nichimen has
adjusted its remuneration sys-
tem for existing employees and
is currently in the process of
introducing a new personnel
system. The new system pro-
vides for the use of different
pay scales for different job
assignments, and it is expected
to create an in-house staff
recruitment system that allows
individual employees to elect

Canada Inc., Nichimen de
Mexico S.A. de C.V., and
Nichimen Corporation (Chile)
have been transferred to
Nichimen America Inc. (NAI),
following similar transfers of
Nichimen do Brasil Ltda. and
Nichimen Argentina S.A. In
Japan, we have been progres-
sively converting branches into
subsidiaries with the responsibil-
ity to attain independent profit-
ability. During the fiscal year
under review, we incorporated
a number of domestic branches
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VI. Strengthening Corporate
Governance Systems

V. Increasing Organizational
Efficiency and Promoting
Personnel Development

IV. Strengthening and Increasing the
Comprehensiveness of Risk
Management Systems 

III. Improving the Balance Sheet
Structure

II. Correcting High Cost Structure—
Reducing Costs 5%

I. Enhancing Profitability by
Redistributing Management
Resources and Concentrating
Resources in Strategically
Emphasized Business Fields

Management Strategy

U Boosting the share of consolidated gross profit from such strategically emphasized core business fields as
machinery, information and communications equipment, chemicals and plastics, construction, logs and lumber,
and services
52% (3/1998) R 65% (3/2001) 

U Increasing the share of consolidated operating profit generated overseas (improving the balance between the
shares of consolidated operating income generated in Japan and overseas)
Ratio of overseas profit to domestic profit
18% (3/1998) R 36% (3/2001) 

U Transformation of the Finance Division into a profit center
U Optimizing the size of the head offices’ staff through organizational consolidation and reorganization measures

2,100 people (3/1998) R 1,800 people (3/2001) 
U Sale, merger, or dissolution of affiliated companies with structural problems and those which record chronic

losses
U Absorbtion and merger of small Group companies to create medium-scale Group companies
U Improving cost-competitiveness by spinning off companies and employing outsourcing resources

U Sale or securitization of low-profit assets 
U Improving asset utilization

Consolidated ROA 0.25% (3/1998) R above 0.55% (3/2001) 
U Reduction of consolidated interest-bearing debt by ¥220 billion

¥1,520.0 billion (3/1998) R ¥1,300.0 billion (3/2001) 
U Increasing the rigor of new business investment guidelines (strengthened screening system and thorough 

follow-up checks)

U Introduction of business financing guidelines
U Introduction of affiliate audit patrol system (marking the completion of the Group company regulation system)
U Strengthening and monitoring of standards for Group companies based on the parent company’s standards

U Consolidating and reorganizing marketing divisions and subordinate entities 

U Reform of administrative organization 
Administrative departments responsible for such tasks as planning and proposals are to be retained within the
parent company.
Administrative departments, such as those responsible for execution and service provision, are to be spun off
or replaced through outsourcing.

U Introduction of regional headquarters system by consolidating and reorganizing overseas entities through
regional umbrella companies

U Conversion of domestic branches into subsidiaries with greater regional scope

U Personnel system reforms
Introduction of a remuneration scheme that provides for different pay levels depending on the value of 
an individual employee’s work contribution
Introduction of an open in-house system for filling job slots with existing staff
Introduction of a limited-term system for managerial positions
Promotion of the employment of highly skilled national staff in managerial positions

U Promoting the career development of staff with skills valued highly in the job market
U Reduction of number of members of the Board of Directors 29 (6/1998) R 9 (6/1999) 

Introduction of a results-based remuneration system for directors
U Introduction of executive officer system
U Strengthening functions of board of auditors

Method of Achievement

Nichimen Corporation Annual Report 19996

Implementation of NC 2000
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r,
U Comprehensive reevaluation of existing businesses is now under way. 

Share of consolidated gross profit from core business fields: 52% (3/1998) R 58% (3/1999) 

U 18-100 (3/1998) R 26-100 (3/1999) 

U Established (4/1999)
U Almost attained the target

2,093 people (3/1998) R 1,816 people (3/1999) 
U Hokkai Steel Co., Ltd. (electric steel minimill operator/manufacturer of electric stoves), and 25 other companies were reorganized, consolidated,

or dissolved (3/1999).
U Seven companies were absorbed or merged (3/1999).
U Administrative departments spun off in the form of Nichimen Business Support Corporation and Nichimen Cash Management Corporation (4/1999)

Nearly halved staff of administrative departments (from 425 people (9/1998) R 238 people (4/1999))
U Eleven facilities, such as corporate dormitories, housing, and recreational facilities, have been sold as well as approximately ¥40 billion of equities.
U Not applicable due to the net loss for the fiscal year under review

U ¥103.9 billion reduction, to ¥1,416.1 billion (3/1999)
Each division is currently drafting plans for further reductions based on improved asset utilization.

U Completed
Standards for withdrawing from businesses based on reviews of actual performance have been unified, and a revised system of business investment
guidelines incorporating additional premiums for partner risk and other types of risk has been applied (6/1999). 

U Completed (11/1998)
U Completed
U Completed 

Group companies have been categorized in four classes based on a comprehensive analysis of such numerical standards as those stipulated 
by the revised business investment and financing guidelines and with due consideration to quantitative indexes of business growth potential, 
and a periodic follow-up system for reviewing performance reports has been instituted.

U Number of marketing divisions 14 R 12 (4/1999). Number of departments 59 R 41 (down 31%) and 
number of sections 123 R 90 (down 27%) (4/1999)

U While retaining administrative divisions responsible for such tasks as planning and proposals, organization of seven divisions R Four divisions. 
U Number of departments 24 R 14 (down 42%) and number of sections 41 R 12 (down 71%) (4/1999)
U Companywide: Number of departments 83 R 55 (down 34%) and number of sections 164 R 102 (down 38%)

U Introduction of regional headquarters system completed in the Americas (3/1999)
Introduction of regional headquarters system to be completed in other regions (3/2001)

U Establishment of Nichimen Kyushu Corp. and Nichimen Nishinihon Corp. completed (3/1999)
Plans call for establishing Nichimen Chubu Corp. (6/1999) and Nichimen Higashinihon Corp. (7/1999) 

U —Completed full-scale introduction of new remuneration system in Japan retroactive to 4/1999 
—Completed (11/1998)
—Completed
—National staff have been appointed general managers of representative offices in such locations as Caracas, Kuwait, Colombo, Vientiane,
and Phnom Penh.

U Further augmentation of staff training programs in conjunction with the introduction of a new personnel system
U Number of members 9 (6/1999)

Completed 
U Completed (14 executive officers appointed)
U Appointed full-time staff for auditors (10/1998)

Progress

Nichimen Corporation Annual Report 1999 7
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various medium-term strategic
measures in line with its NC
2000 plan. The Japanese econ-
omy showed no clear signs of
recovery during the period,
however, and the Company
faced severe conditions in many
of its principal markets. Reflect-
ing this and the previously men-
tioned strategy of decisively
abandoning business in which
the Company is not sufficiently
autonomous and business with
weak growth or profitability
prospects, Nichimen’s consoli-
dated net sales amounted to
¥3,256.4 billion, down 15.4%
from the previous year. 
U The Company’s export
sales decreased 11.6%, to
¥408.3 billion, due largely to
a contraction of machinery
business. Import sales were
down 13.4%, to ¥373.7 billion,
owing to drops in such fields as
fuels and chemicals. Negatively
affected by a weak performance
in metals and textiles business,
domestic sales declined 7.2%,
to ¥1,050.9 billion. Offshore
sales plunged 22.0%, to
¥1,423.5 billion, principally
because of the impact of falling
oil prices on business in fuels
and chemicals. 
U Despite the decline in net
sales, strong performances by
the Metals & Machinery Group
and the Energy, Chemicals &
Plastics Group supported a
4.2% rise in gross trading prof-
it, to ¥128.5 billion. Thus,
operating income surged
27.2%, to ¥21.5 billion.

factors as the Company’s current
financial resources and future
performance prospects as well
as prospective stock market
trends. Having concluded that
the time was right, we are
pleased to note that, judging
from trends in Nichimen’s
stock price and the reaction of
credit-rating companies, the
benefits of the move appear to
have been widely understood. 
U While the parent company
had a net total of ¥20,879 mil-
lion in latent losses at the end
of the previous period, the par-
ent company had a net total of
¥7,175 million in latent gains
at the end of the period under
review. 
U Subsequent to the end of
the fiscal year under review,
Nichimen discovered that
irregular transactions involving
promissory notes issued by the
Company had taken place that
have left the Company with
possibly unrecoverable receiv-
ables valued at up to ¥10 billion.
While we are still investigating
the facts in this case, we intend
to do our utmost to recover the
sum in question and to further
increase the rigor of our inter-
nal management systems to
preclude the recurrence of such
an incident. 

June 25, 1999

Akira Watari, President

However, the recording of
¥48.5 billion in other expenses
that largely stemmed from
losses on the sale of securi-
ties resulted in a net loss
of ¥21.8 billion, compared
with ¥5.1 billion of net income
generated in the previous peri-
od. In light of this, the parent
company reduced cash divi-
dends per share applicable
to the fiscal year ¥1, to ¥5.
U It should be pointed out
that the net loss reflects several
positive moves taken in accor-
dance with NC 2000 that will
have important benefits in the
future. For example, Nichimen
recorded ¥27.3 billion in extra-
ordinary expenses on the dis-
posal and write-down of
securities in line with the
objective of realizing latent
losses and thereby strengthen-
ing its balance sheet structure.
Second, the accelerated imple-
mentation of our staff right-siz-
ing program was accompanied
by the recording of ¥4.9 billion
of special retirement benefits.
Third, ¥10.0 billion in extra-
ordinary expenses was
attributable to losses on the
restructuring and disposal of
problematic affiliates, and the
principal component of this
was one-time write-offs of
latent losses on stocks. 
U Intent on realizing
Nichimen’s latent losses on
equity investments for some
time, we have considered the
optimal timing for writing off
these losses in light of such

Qx/Nichimen AR 99.8/4  99.8.4 9:22 PM  y [ W  8



Nichimen Corporation Annual Report 1999 9

Metals & Machinery Group ..................................10

Energy, Chemicals & Plastics Group.......................15

Household, Consumer & General Products Group ........19

International Review ........................................24

New Initiatives to Protect the Environment ...............28

Metals & Machinery Group ..................................10

Energy, Chemicals & Plastics Group .......................15

Household, Consumer & General Products Group ........19

International Review.........................................24

New Initiatives to Protect the Environment ...............28

Operational Review

Qx/Nichimen AR 99.8/4  99.8.4 9:22 PM  y [ W  9



Nichimen Corporation Annual Report 199910

M
et

al
s 

&
 M

ac
hi

ne
ry

 G
ro

up

PLANT & PROJECT DIVISION 

N
ichimen has expanded its
wind power operations in
cooperation with Denmark-

based NEG Micon A/S, one of
the world’s largest manufactur-
ers of wind turbine generators,
and FPL Energy, Inc. (FPLE),
the world’s largest owner of
wind power projects. Florida-
based FPLE is indirectly owned
by FPL Group, Inc., which
owns Florida Power & Light
Company, one of the largest
investor-owned electric power
utilities in the United States. In
January 1998, FPLE and M&N
Windpower Inc., a joint ven-
ture between Nichimen and
NEG Micon, acquired the
world’s largest wind power
project, which is located in
Altamont, California, and
formed a joint company, Green
Ridge Power LLC. This compa-
ny is now the owner and oper-
ator of a facility with 164MW
of generating capacity, and its
subsidiary, Green Ridge
Services, is the operator of
more than 400MW of common
facilities and wind power proj-
ects in California, including the
164MW owned by Green Ridge
Power. The Altamont facility
is the third major wind power
project owned by Nichimen in
California, following a facility
in Palm Springs that began

operating in March 1997 and a
facility in Tehachapi that began
operating in September 1997. 
U In March 1999, Nichimen
completed a 56MW wind
power project in Cameron
Ridge, California, with FPLE,
NEG Micon, and RES, a major
U.K.-based developer. The
Company is constructing three
other projects in California and
Wyoming that will have a total
capacity of 91MW in coopera-
tion with SeaWest Corp. and
Oak Creek Energy Systems.
Nichimen is also continuing
activities outside the United
States, with a 100MW wind
power project in Canada, nine
purchasing agreements for
107MW received from the
English and Irish governments,
and ongoing development activ-
ities in several other countries.
U Together with Hitachi, Ltd.,
Nichimen received an order
for a large substation in Saudi
Arabia. Obtained from Saudi
Consolidated Electricity
Company in the Western
Region (SCECO-WEST), a
government-affiliated company,
the ¥8.0 billion order is for the
construction of a 380kV sub-
station. Nichimen and Hitachi
were able to defeat competing
Europe-based bidders for the
project on the basis of cost
factors as well as their long

Metals & Machinery Group

Hiromu Tanaka, 
Executive Officer

Net Sales
(Billions of Yen)

’95

’96

’97

’98

’99

2,967.4

2,312.5

1,264.1

1,242.2

1,137.1

Gross Trading Profit
(Billions of Yen)

’95

’96

’97

’98

’99

41.6

43.8

49.5

53.2

55.0

1999 % of Net Sales

34.9%

Since the fiscal year ended March 31, 1997, precious metals
transactions have not been accounted for within consolidated
net sales. 
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rouprecords of dependable perfor-
mance in Saudi Arabia. Located
adjacent to a thermal power
plant under construction in
Shoaiba, in southeastern Saudi
Arabia, the substation is sched-
uled to be completed by
December 2000.
U Nichimen and Chiyoda
Corporation have received an
approximately $100 million
plant export order aimed at
modernizing an ethylene plant
that is part of Azerbaijan’s
largest petrochemical complex.
In view of the project’s impor-
tance, MITI and the Export-
Import Bank of Japan agreed to
facilitate the project through its
first-ever provision of financing
to Azerbaijan. The project was
officially begun in October
1998, and construction work
started in March 1999. 

U Cooperating with Mitsubishi
Heavy Industries, Ltd.,
Nichimen received an approxi-
mately ¥12 billion order for the
construction of a gas-turbine
power plant in the Australian
state of Queensland. The order
was placed by AES Mt. Stuart
Pty. Ltd., a subsidiary of AES
Corporation, a leading U.S.-
based independent power pro-
ducer. The 288MW power
plant came on stream commer-
cially in January 1999.

TRANSPORTATION EQUIPMENT

DIVISION 

B
esides having been the
marketing agent in Japan
for Airbus Industrie for

many years, Nichimen recently
became the marketing agent in
Asia for chartered airfreight
service using the A300-600ST

(Beluga), a jumbo transport
aircraft originally designed to
handle the transport of large
aircraft components among
Airbus facilities in Europe. The
Beluga is able to quickly and
safely deliver such large prod-
ucts as satellites, helicopters,
and aircraft engines as well as
large precision machinery.
U Owing to its efforts to
expand the clientele and geo-
graphic scope of its ship-relat-
ed business, Nichimen recently
obtained orders for two Japan-
manufactured 46,000 DWT
product tankers from Turkey-
based Dunya Ltd., and these
ships were delivered on sched-
ule in August and October
1998. In light of this achieve-
ment, Nichimen was able to
obtain another order from
Dunya for two additional ships.

In addition to its activities as the marketing agent in Japan for the passenger aircraft of Airbus Industrie, Nichimen has begun marketing chartered air-
freight service in Japan and elsewhere in Asia using the A300-600ST (Beluga), a jumbo transport aircraft developed by Airbus.
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Nichimen has also built a
strong record of transactions
with China-based customers,
aiming to further expand its
business with such leading
shipping companies as COSCO
and SINOTRANS. Reflecting
this work, the Company deliv-
ered a 23,000-ton bulk carrier
to a SINOTRANS joint venture
in February 1999.
U In line with its strategy of
steadily expanding and diversi-
fying its subsidiaries’ fleet of
cooperatively operated ships,
which are principally handy-
max bulkers, Nichimen
arranged for the procurement
of two 1,000 TEU container
carriers. 
U P.T. Astra Daihatsu Motor
(ADM)—an Indonesia-based
joint venture of P.T. Astra
International Tbk (AI),
Nichimen, and Daihatsu Motor
Co., Ltd.—increased its capital
in November 1998, and
Nichimen and Daihatsu con-
currently boosted their share-
holdings in the joint venture
to 10% and 40%, respectively.
Utilizing their strengthened
position in ADM’s manage-
ment, Nichimen and Daihatsu
are working to improve the
company’s efficiency, and plans
call for the installation of new
manufacturing technologies
designed to augment quality,
reduce costs, and thereby
enhance overall competitive-
ness.

INDUSTRIAL MACHINERY DIVISION 

A
iming to address emerging
needs in Japan and over-
seas, the Industrial

Machinery Division is working
to augment its business related
to products with environmental
protection benefits, such as
machinery for appropriately
processing waste products and
machinery for recovering and
recycling resources. The divi-
sion is also marketing a variety
of manufacturing equipment
that is associated with sophisti-
cated information technologies.
U Also with regard to environ-
mental protection product
business, the division has

begun the nationwide market-
ing of equipment for reducing
dioxin emissions from waste
incinerators and recovering and
recycling various waste prod-
ucts. During the first fiscal year
of marketing, orders were
received for three large-scale
recycling plants for industrial
waste products valued at
approximately ¥500 million
each.
U Despite concern that a
worldwide surplus of personal
computers and hard disk drives
might depress exports of
equipment for mounting com-
ponents on printed circuit
boards, Nichimen and Fuji

Having been the marketing agent in Japan
for Airbus Industrie since 1973, Nichimen
has arranged the supply of many sophisticated
aircraft to domestic airlines.

Nichimen has increased its shareholding in
Indonesia-based P.T. Astra Daihatsu Motor,
which is operating this new plant.

In cooperation with U.S.-based AES
Corporation and Mexico-based Grupo Hermes,
Nichimen is constructing a power plant in
Merida, on Mexico’s Yucatan Peninsula, that
is scheduled to be completed in February 2000.

Delivered to a joint venture of China-based
SINOTRANS, this bulk carrier is the sixth
ship Nichimen has supplied to the SINO-
TRANS Group.
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Machine Mfg. Co., Ltd.,
strengthened the capabilities of
their marketing and servicing
joint ventures in central and
Eastern European countries,
Brazil, and the Philippines. As
these joint ventures successfully
developed relationships with
additional customers, related
sales during the fiscal year rose
to ¥13.2 billion. 

ELECTRONICS DIVISION

N
ichimen has continued to
expand its business related
to such computer peripher-

als as recordable CD drives as
well as to such network equip-
ment as switches and hubs.

The Company also sustained
growth in the U.S. sales of
automobile electronics and low-
noise blockdown converters
for direct satellite broadcasting
services, and transactions in
consumer appliances and broad-
casting equipment remained
strong in some markets.
Nichimen’s electronics sub-
sidiaries recorded improved
performances, and two of
them contributed to the parent
company’s performance by
disbursing dividends. 
U With regard to commu-
nications-related business,
Nichimen and a U.S.-based
partner have stepped up their

marketing of wireless local loop
systems in Southeast Asia,
obtaining a sample order in the
Philippines and a commercial
trial order in Malaysia. 
U Nichimen Media
Corporation published addi-
tional issues of Look!s, a special
fashion magazine with mail-
order marketing features, and
direct marketing sales grew
steadily. In October 1998, the
subsidiary entered the electron-
ic commerce field by beginning
Internet-based direct marketing
business.
U Other noteworthy develop-
ments related to subsidiaries
and affiliates during the period
included
•the addition of a digit to
mobile telephone numbers in
Japan, which helped Nichimen
Telecom Corp. greatly expand
its mobile telephone business
and distribute dividends corre-
sponding to 30% of the par
value of its shares;
•the smooth rise in switching
power supply and transformer
sales by Iriichi (Malaysia) Sdn.
Bhd., which also distributed
cash dividends; 
•the sustained profitability of
the imported software market-
ing operations of Tokyo-based
Nichimen Data Systems
Corporation; and
•the completion by Los
Angeles-based Nichimen
Graphics Inc. of its MIRAI 3-D
computer graphics software
package, which was released
in March 1999. 

The MIRAI 3-D computer graphics software
marketed by Nichimen Graphics Inc. is capable
of creating stunning images.

This facility in Palm Springs, which began
operating in March 1997, is one of three
major wind power projects owned by
Nichimen in California. 

Nichimen collaborates extensively with
ArrayComm Inc., a company based in
San Jose, California, that manufactures
advanced wireless local loop (WLL) systems.

Nichimen, the Quebec-based AXOR Group, and
Denmark-based NEG Micon have established a
joint venture that will construct and operate
Canada’s largest wind power generation facility,
a 100MW facility in Quebec’s Gaspé region.
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U Aiming to continue aggres-
sively investing in new busi-
nesses with sustained growth
potential, the Electronics
Division is emphasizing busi-
ness related to information and
communications equipment,
principally in North America
and Asia.

STEEL & NONFERROUS METALS

DIVISION

W
hile the Steel & Nonferrous
Metals Division met its tar-
get for operating profit for

the fiscal year, amortization
expenses related to the disso-
lution and consolidation of
affiliates resulted in a consid-
erable net loss. In line with
its emphasis on consolidated
performance, however, the
division completed the disso-
lution of unprofitable affiliates
and is now well positioned
to improve its performance.
U The domestic and overseas
operating environments for
metals-related business further
deteriorated during the period,
with slack demand, creditwor-
thiness concerns, and currency
fluctuations dictating rigorous
risk management. The division
is responding by emphasizing
the improvement of perfor-
mance in such core business
areas as specialty steels, special
flat-rolled steel products, and
coal.
U Recent business initiatives
include the establishment
of Fujian Kaiguan Steel
Development Co., Ltd., a
joint venture in China’s Fujian

Province that began coil center
operations during the period.
In addition, the new main spe-
cial steels processing plant of
Ishihara Kohtetu Co., Ltd., in
Saitama Prefecture, Japan,
was completed and began
operating.
U Various factors are expected
to depress Japanese crude steel
production during the current
fiscal year to below the 90 mil-
lion ton mark, and Nichimen
does not anticipate a large rise
in steel demand even if the
Japanese economy begins a
gradual recovery. Accordingly,
the Company is fundamentally
reevaluating its steel-related

business modes, tightening its
focus on relatively promising
business, shifting to down-
stream operations involving
transactions with final users,
and endeavoring to augment
its high-value-added business.
Although Southeast Asian
economies are expected to
begin recovering, the effects
of U.S. antidumping measures
are projected to restrain growth
in Nichimen’s overseas steel
business, and the Company is
responding by endeavoring to
shift to downstream operations. 

In collaboration with Chiyoda Corporation,
Nichimen is modernizing this chemical plant
in Azerbaijan.

Nichimen has intensified its marketing of gold
investment systems that enable participants to
conveniently purchase a specified amount of
gold each month.

Nichimen Media Corporation publishes
Look!s, a special fashion magazine with mail-
order marketing features that has generated
greater direct marketing sales than anticipated. 

A joint venture in China’s Fujian Province,
Fujian Kaiguan Steel Development Co., Ltd.,
began coil center operations at this facility
during the period under review.
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T
he Energy, Chemicals

& Plastics Group made

superlative efforts to over-

come a challenging business

environment stemming from

very difficult operating condi-

tions, and each of the group’s

divisions was able to clear its

performance target on a non-

consolidated basis.

•The Energy & Basic

Chemicals Division’s Energy

Department was able to achieve

a reasonable performance by

expanding its business involv-

ing coke, carbon, and graphite

products. The division’s

Chemicals Department was

able to further augment its

thriving business in importing

higher olefins from the United

States. It also arranged substan-

tial exports to Southeast Asia

of raw materials for synthetic

fibers and exports to China

of raw materials for organic

chemicals. 

•The Plastics Division made

considerable investments

aimed at initiating upstream

manufacturing operations and

creating downstream distribu-

tion networks.

•The Fine Chemicals Division

achieved a strong performance

in agrochemicals business,

including marketing operations

in Europe, other transactions in

Korea and Vietnam, and the

export of delayed-action fertil-

izer to the United States.

ENERGY & BASIC CHEMICALS

DIVISION 

T
he Energy & Basic

Chemicals Division has

maintained stable coke busi-

ness. In addition to raw materi-

al exports, the division began

full-scale business supplying

Japanese customers with elec-

trodes and other carbon prod-

ucts manufactured from coke

exported from Japan to China.

It is also proceeding with feasi-

bility studies with regard to a

China-based joint venture that

would manufacture oil coke

for aluminum manufacturing.

Considering the tough circum-

stances surrounding oil busi-

ness in connection with Russia,

Nichimen is working to further

boost its earnings from transac-

tions in coke and other carbon

products from that country. 
U Nichimen is working to

maintain stable profitability in

LPG-related business by cutting

costs and otherwise boosting

Energy, Chemicals & Plastics Group

Shun-ichi Nakao,
Executive Officer

Net Sales
(Billions of Yen)

’95

’96

’97

’98

’99

1,331.6

1,371.8

1,430.3

1,504.1

1,079.6

Gross Trading Profit
(Billions of Yen)

’95

’96

’97

’98

’99

25.4

25.8

28.3

31.5

32.4

1999 % of Net Sales

33.2%
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Nichimen Energy directly manages many service stations.

efficiency. The domestic service

station operations of Nichimen

Energy Company, Limited

(NE), were hindered by severe

price competition, but the sub-

sidiary achieved a considerable

rise in ordinary income by

boosting its retail LPG and

other petroleum product sales.

NE is working to increase the

volume and profitability of

its LPG retailing operations

through the acquisition of

additional marketing agencies

and other measures aimed at

expanding its customer base. 
U The Energy & Basic

Chemicals Division is strategi-

cally stepping up operations

involving the supply of raw

materials for synthetic fibers,

detergents, and paints to

customers in Asian markets.

It is also aiming to boost Asian

business in raw materials for

high-value-added functional

polymers and bulk chemicals

business utilizing overseas

chemical tank bases.
U The Company arranged for

the provision of financial sup-

port to a Thai-based polyester

manufacturing affiliate,

Kangwal Polyester Co., Ltd.,

enabling the affiliate’s plant to

begin operating on schedule, in

April 1998. The polyester plant

has an 80,000-ton annual pro-

duction capacity, and Nichimen

supplies the plant with raw

materials as well as markets

the finished product.
U In September 1998, a

Nichimen joint venture began

operating a chemical tank ter-

minal in the Vung Tau region

of southern Vietnam. The

Company is using the terminal

to increase its business in dis-

tributing such products as sol-

vents, resin plasticizers, and

raw materials for urethane pro-

duction. Plans call for expand-

ing the facility in the future in

line with growth in Vietnam’s

petrochemicals market.
U Nichimen Chemicals Co.,

Ltd., established a Tokyo

branch, which has taken over

the parent company’s business

involving cosmetics, petro-

chemical solvents, and rubber

products. The subsidiary is

aiming to boost sales to end

users through marketing

programs carefully structured
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Circuit Foil Taiwan Corporation—a joint
venture of Nichimen, the Furukawa Group,
and a Taiwanese partner—recently began
operating this plant to manufacture electro-
deposit copper foil used in PCBs.

Nichimen Energy has an extensive network
for distributing LPG to industrial and com-
mercial customers as well as households.

A Nichimen joint venture has begun operating
this chemical tank terminal in the Vung Tau
region of southern Vietnam. 

Nichimen and Nippon Kayaku Co., Ltd.,
acquired a controlling shareholding in Indet
Safety Systems a.s. (ISS), a Czech Republic-
based manufacturer of squibs used in automo-
bile safety air bags. 

to address customer

requirements.
U A U.S.-based affiliate, Metton

America, Inc. (MA), manufac-

tures and markets a molding

resin called Metton that

exhibits extremely high impact

resistance and toughness. By

developing such new applica-

tions, including as truck body

components, while endeavor-

ing to develop European mar-

kets, MA boosted its sales 50%. 

PLASTICS DIVISION

T
he Plastics Division is

working to accelerate the

development of its core

competence in polypropylene

business while also making

investments to expand its retail

and housing-related distribu-

tion business. To achieve its

NC 2000 targets, the division is

emphasizing the orchestration

of cooperative interaction

among Group companies as

well as measures for expediting

the attainment of profitability

by recently established affili-

ates.

U During the period under

review, the division made an

equity investment in Artic

Suzuki Co., Ltd., which is

an important customer for

Nichimen’s polypropylene mar-

keting business, and concluded

a comprehensive marketing

contract with Aprica Kassai Inc.,

a leading Osaka-based manu-

facturer of premium strollers

and other infant-related prod-

ucts. Having already begun

to manufacture and market

biaxially oriented nylon film

through a joint venture in

Finland, a similar joint venture

was established in Canada that

began production in mid-1999.

In addition, a Taiwan-based

joint venture began the full-

scale manufacture of electrode-

posit copper foil. 
U The Plastics Division has

26 affiliates, and, with the ex-

ception of newly established

companies that are recording

temporary start-up losses, all

of the affiliates are recording

strong performances. In

October 1998, two of

Nichimen’s plastics marketing

subsidiaries were merged to

form Nichimen Plastics

Corporation. The merger

of Tokyo-based Nichimen

Plastics Corp. and Osaka-based

Nichimen Plastics Co., Ltd.,

was designed to facilitate

business expansion and
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distribution efficiency and to

strengthen nationwide market-

ing operations. Another domes-

tic Group company, Toho Jushi

Kogyo Co., Ltd., received an

investment by Sun A. Kaken

Co., Ltd., a leading laminated

plastics manufacturer.

FINE CHEMICALS DIVISION

D
uring the period under

review, the Fine Chemicals

Division continued to

expand the geographic scope

of its agrochemical marketing

operations, which were broad-

ened in Europe, Africa, and the

Middle East during the previ-

ous fiscal year and in southern

Asia during the period under

review. In addition, Nichimen

and Nippon Kayaku Co., Ltd.,

acquired a controlling share-

holding in Indet Safety Systems

a.s. (ISS), a Czech Republic-

based manufacturer of air bag

related components. Plans call

for more than doubling ISS’s

annual production of squibs

used in seat-belt pretensioners,

to about 11 million units, and

supplying these components to

leading automobile makers.
U In line with its strategy of ex-

panding downstream business,

the division is strengthening

the prescription-drug-dispens-

ing pharmacy network of NM

Pharmacy Co., Ltd., a domestic

subsidiary established in 1995.

Some of that company’s

pharmacies have attained

net profitability, and plans call

for further augmenting the

chain through such measures

as M&A activities. Overseas,

Nichimen has increased the

capital of Agrivert, Inc., a

Group company that markets

distinctive fertilizers and other

agrochemicals throughout most

of the United States, thereby

facilitating that company’s

success in maintaining its

expansion. 
U The division is establishing

a solid and growing base of

downstream agrochemicals

business, expanding its market-

ing network for food-related

chemicals in Europe and North

America, and building a base

for the marketing of such phar-

maceuticals as penicillin and

related antibiotics. It is also

using know-how obtained from

NM Pharmacy to plan the initi-

ation of additional health-care

related business.

Metton America, Inc., which manufactures
resins for large-scale molded items at this plant
in Texas, is developing new resin applications
and expanding its sales in Europe.

Meeting one-third of EU demand for agro-
chemicals, France-based Calliope S.A. conducts
extensive agrochemicals manufacturing and
marketing operations in Europe, Asia, the
Middle East, and western Africa.

Sanyo Plastics Compound Mexico S.A. de
C.V., a wholly owned subsidiary of a U.S.-
based Nichimen joint venture, has begun the
full-scale manufacture of plastic compounds
in Tijuana.

NCPC Hebei Beta Co., Ltd., a China-based
joint venture that manufactures and markets
penicillin and related products, has begun
operating this new plant.
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CONSTRUCTION DIVISION 

D
espite Japan’s protracted
recession, Nichimen has
maintained a strong perfor-

mance in condominium busi-
ness and obtained considerable
work providing such services
as planning, design, and bro-
kering services, although the
poor performances of certain
affiliates kept the division’s
overall consolidated perfor-
mance below the target level.
Overseas, the Company began
constructing a distribution
warehouse in California, com-
pleted a 22-story building with
280 rental apartments in
Shanghai, and began soliciting
renters. Having almost com-
pleted the procurement of suf-
ficient building sites for a year
or two of operations, Nichimen
is shifting to the acquisition of
sites for particularly promising
projects to be implemented
subsequently.
U Noteworthy events during the
period included the completion
of a 315-unit condominium
complex in the Kitahanada sec-
tor of Osaka, the construction
of studio condominiums in var-
ious locations in central Tokyo,
and the completion of a pre-
mium condominium complex
in the Daikanyama district of
Tokyo. To increase the efficien-
cy of its housing operations

and promote their nationwide
expansion, Nichimen merged
two subsidiaries, Tokyo-based
Nichimen House Corp. and
Osaka-based Nichimen Jutaku
Hanbai Corp., to create
Nichimen Real Estate
Corporation. Nichimen Real
Estate has completed the con-
struction of a commercial
building in central Osaka and
began leasing it in its entirety
to Tokyu Hands Co., Ltd. 
U Japanese continue to desire
to live in central urban areas,
supporting strong demand for
condominiums in such areas,
and Nichimen anticipates that
its condominiums in such areas
will find buyers regardless of
short-term economic condi-
tions. To succeed amid intensi-
fying marketing competition,
the Company is maintaining
diverse construction operations
that encompass studio condo-
miniums, low-cost housing for
first-time home purchasers,
and luxury housing. To further
reduce associated risks, the
Company is geographically dis-
persing its projects, selecting
and procuring sites based on
strict and prudent criteria,
undertaking projects in cooper-
ation with leading developers,
and obtaining sales insurance
for single-family dwellings
constructed for sale. The

Household, Consumer & General Products Group

Arihisa Oda, 
Executive Officer

Net Sales
(Billions of Yen)

’95

’96

’97

’98

’99

1,283.9

1,223.0

1,196.6

1,103.5

1,039.7

Gross Trading Profit
(Billions of Yen)

’95

’96

’97

’98

’99

45.8

40.1

41.4

38.5

41.1

1999 % of Net Sales

31.9%
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Company has also begun new
types of business, such as that
related to real estate securitiza-
tion and the disposal of land
collateral repossessed by finan-
cial institutions.

LUMBER & GENERAL MERCHANDISE

DIVISION

H
aving previously taken
measures to increase the
efficiency of its worldwide

logs and lumber operations,
Nichimen reorganized these
operations during the period
under review to tighten its
focus on the development of
core businesses. Although the
Logs and Lumber Department
suffered during the first half of
the year due to Japan’s econom-
ic downturn, the benefits of the
department’s strategy were
reflected in an improved

performance during the latter
half, and measures were taken
to further boost profitability
during the current fiscal year.
U The number of new housing
construction starts in Japan
decreased to 1.2 million, from
1.4 million in the previous fis-
cal year, and this was a princi-
pal factor behind a 30% drop
in the volume of Japan’s logs
and lumber imports. While
Nichimen’s imports contracted
at a similar rate, the Company
maintained its position as
Japan’s leading importer of logs
and lumber products.
U The profitability of general
merchandise operations was
increased, particularly with
regard to pulp business as well
as the import and domestic
marketing of shoes.

U Noteworthy measures taken
during the year included the
establishment of Nichimen
Home Materials Corporation,
which is supplementing the
efforts of another recently
created subsidiary, Nichimen
Materials, to expand down-
stream business in construction
materials; the initiation and
rapid growth of business mar-
keting do-it-yourself (DIY)
construction and remodeling
products; the augmentation of
business in housing built for
sale in the United States; the
introduction of a comprehen-
sive electronic information sys-
tem for handling transactions
with both domestic and over-
seas customers; the resumption
of imports of logs from Indone-
sia following a 13-year hiatus;

Nichimen recently completed this condominium complex, K’s Park Sakai, Kitahanada, in Osaka.
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and the start of fashionable
watch imports from Hong Kong.
U Regarding the performances
of affiliates, Nichimen Materials
completed the setting up of its
primary operating systems and
recorded a strong performance.
Nichimen Home Materials
steadily expanded its down-
stream operations focused on
the marketing of DIY products
and lumber. Tachikawa Forest
Products (N.Z.) Ltd. increased
its capital and maintained
strong business in operating its
sawmill in New Zealand and
exporting products to Japan,
China, and other Asian coun-
tries as well as the United

States. Bangkok-based Pan
Asia Packing Ltd. continued
to strengthen its business in
manufacturing and marketing
pallets and other wooden
crating materials, and U.S.-
based Hokusei Housing &
Development Inc. is expanding
its operations involving the
construction and marketing
of housing.
U The Lumber & General
Merchandise Division is plac-
ing top emphasis on two core
businesses: the importation of
logs and lumber and the down-
stream distribution and mar-
keting of lumber and related
products. As the number of

housing starts in Japan has fall-
en, domestic demand for lum-
ber is not expected to increase,
but Nichimen expects to main-
tain its lumber imports at 1998
levels. The rising variety of
lumber products available in
Japan has caused traditional
distribution systems to obso-
lesce, and moves are being
made to shorten distribution
routes. Noting the maturity of
consumer markets in Japan and
the United States, Nichimen
will seek to respond to growth
in the consumer markets of
China and ASEAN countries.

FOODSTUFFS DIVISION 

B
umper crops and slackening
demand protracted the
weakness of prices in global

grain markets and reduced this
Nichimen division’s sales.
However, sales of seafood and
other processed food products
manufactured at Group compa-
nies in Japan and overseas were
strong. In the rice market, the
Company initiated operations
at a recently established rice
milling joint venture in China
and took various other mea-
sures that enabled it to increase
the value of domestic and over-
seas transactions. 
U In March 1999, Nichimen
participated in the establish-
ment of Farmgro Organic Foods
Inc., a joint venture based in
Saskatchewan, Canada. This
venture is the first company to
operate a modern plant totally
dedicated to the milling and

A leading France-based grain dealer, J.
Soufflet S.A., has agreed to undertake a
broad range of business collaborations with
Nichimen related to the marketing of
European grain in Asian markets. 

Nichimen has completed the NM Plaza
Midosuji, a 50-meter-tall rental office build-
ing on the Midosuji thoroughfare in central
Osaka that is the first new building construct-
ed in the area since the elimination of previous
regulations limiting structural heights to
approximately 30 meters.

Bangkok-based Pan Asia Packing Ltd. manu-
factures and markets a growing volume of
pallets and other wooden crating materials.

Nichimen’s joint venture sawmill in New
Zealand, Tachikawa Forest Products (N.Z.)
Ltd., has steadily increased its production
capacity and exports.
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processing of organic wheat
flour and grains.

U In August 1998, Nichimen
and leading France-based grain
company J. Soufflet S.A. signed
a broad range of business col-
laborations related to the mar-
keting of European grain in
Asian countries. Nichimen has
already established stable supply
sources in North America, South
America, Australia, and China,
and the new agreement repre-
sents a fifth supply source. 
U Nichimen imports bottled
wine of Badel 1862, Croatia’s
largest wine producer, thus
becoming the first company to
undertake the full-scale import
of Croatian wine into Japan. 
U In December 1998, Nichimen
and Kyoka Shokuhin Co., Ltd.,
established DALAT Japan Foods
Co., Ltd., a frozen food com-
pany based in Vietnam’s Lam
Dong Province. The joint ven-
ture will manufacture frozen
vegetables—such as squash,
corn, and broccoli—primarily
for export to Japan. Lam Dong
Province offers excellent condi-
tions for year-round vegetable
supply, and DALAT Japan
Foods will be a key component
in Nichimen’s business network
to meet the growing demand
for frozen food.
U Also in December 1998, P.T.
Dwi Bina Utama, an Indonesia-
based joint venture established
in 1974, added a ship to its fleet
of 11 that catch and process
shrimp for export. Dwi Bina

Utama’s Sea Angel-brand prod-
ucts have remained highly eval-
uated by that company’s clients. 
U A confectionery manufac-
turing joint venture in Japan,
Yamazaki-Nabisco Co., Ltd.,
energetically introduced new
products and was therefore able
to boost its sales and profits
despite the generally depressed
conditions prevailing in the
domestic confectionery market. 
U Working together with
the parent company, two
wholly owned subsidiaries—
Nichimen Foods Corporation
and Nichimen Agriproducts
and Foods Corp.—strength-
ened their marketing systems

and introduced new products
to the market, thus increasing
the number of their clients.
As a result, they were able to
sustain steady increases in
their sales and profitability. 
U Such moves as in the recent
establishment of food process-
ing companies in Vietnam,
China, and Japan reflect
Nichimen’s progressive shift
from trade- to project-oriented
business. The Company plans
to make additional domestic
and overseas investments while
also arranging tie-ups to aug-
ment business involving the
processing and marketing of
grains and other foods.

In cooperation with a Chinese state-managed
farm, Nichimen has established a rice milling
company in China’s Heilongjiang Province
that is able to mill 25,000 tons of rice annually. 

P.T. Dwi Bina Utama, a Nichimen joint
venture in Indonesia, has acquired its 12th
shrimping vessel.

Liaoning Northern Foods Co., Ltd., a China-
based joint venture, has increased its manufac-
ture of processed foods and its exports to Japan
as well as its domestic sales.

An Indonesia-based joint venture, P.T. Mitra
Kartika Sejati, has constructed an advanced
factory that has facilitated the processing of
premium frozen shrimp products. 
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TEXTILES DIVISION 

D
uring the fiscal year,
the Textiles Division
reorganized its operations,

including those of domestic
marketing subsidiaries, to
tighten its focus on core busi-
nesses and boost organizational
efficiency. Although operations
in the first half of the period
were complicated by the
domestic recession, the divi-
sion’s strategies generated rising
profits during the latter half,
and this positive trend is
expected to continue in the
current fiscal year. Nichimen
Fashion Co., Ltd., considerably
improved its business structure

and performance in fabric
marketing operations while
consolidating its apparel-
related operations. Aiming to
meet the needs of major appar-
el retailers, Nichimen Premier
Co., Ltd., has successfully built
its own marketing channels
and enhanced its performance.
U Nichimen consolidated
its apparel business within
Nichimen Premier during the
period and, by arranging coop-
eration between that subsidiary
and Nichimen Orient Wear
Ltd., the Company was able to
expand its apparel exports to
Japan, the United States, and
Europe. The Company has

enlarged its vertically integrated
business exporting highly dif-
ferentiated raw materials from
Japan to Southeast Asia and sub-
sequently handling spinning,
dyeing, processing, cutting,
sewing, and product export
operations. The Company has
also been expanding a wide
range of overseas business in
textile materials cooperation
with Nichimen Fashion.
U Since 1965, Nichimen
Infinity Inc. (NI) has steadily
expanded its business in Japan
involving McGregor casual
wear and several other lines of
apparel. Holding McGregor
trademark rights in Japan and
14 other Asian countries, NI
had licensed the manufacture
of 21 nonapparel items bearing
the McGregor name by 12
Japanese companies at the end
of the period. NI had also con-
cluded McGregor licensing
agreements with five leading
Asian companies that cover
Thailand, Korea, the Philip-
pines, Indonesia, Malaysia,
Singapore, and Taiwan.
Building on its strong business
base in Japan, NI is striving to
extend McGregor’s strong mar-
ket appeal throughout Asia.
U While the environment for
textile materials business is
expected to remain severe,
Nichimen will continue to
concentrate resources in core
businesses while working to
strengthen its consolidated
performance by promoting
improved performance on the
parts of Group companies. Nichimen Infinity Inc. has steadily expanded its business involving McGregor casual wear and

several other lines of apparel. 

Nichimen has begun importing the bottled
wines of Badel 1862, which is Croatia’s
largest wine producer.

Above is an artist’s conception of the completed
organic wheat processing facility of Farmgro
Organic Foods Inc., a joint venture based in
Saskatchewan, Canada. 
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During the fiscal year under review, the United States and Canada

maintained steady economic expansion. Economic trends were

less positive in Latin America, although Mexico achieved 4.8%

growth. Brazil’s growth was held to below 1.0%, and growth

decelerated in such countries as Argentina and Chile.
U Nichimen America Inc. (NAI) recorded US$1,523 million

in trading transactions, down 1.6% from the previous year, but

the subsidiary’s gross profit advanced 1.0%, to US$59.1 mil-

lion. Reflecting economic downturns in their home countries,

Nichimen’s business units based in Latin America also recorded

lower trading transactions but maintained their gross profit at

levels approximately the same as in the previous fiscal year. 
U Noteworthy developments regarding Group companies in the

Americas during the period included the following:

•Nichimen established NiTek (McAllen) Metal Service Inc., in

McAllen, Texas, with US$3 million in capital. NiTek McAllen is

the Nichimen Group’s second steel service center following NiTek

Jackson in Jackson, Mississippi. With these two service centers,

Nichimen can provide value-added services to customers in the

United States as well as on the U.S./Mexican border. 

NORTH, CENTRAL & SOUTH AMERICA
OPERATIONS

•Nichimen and NAI invested US$7 million in America Biaxis

Inc., a newly established joint venture in Winnipeg, Canada, with

a Finnish film manufacturer to produce biaxically oriented nylon

film for packaging materials. This company and another joint ven-

ture in Finland can now respond to demand for such film in both

Europe and North America. 

•Nichimen made an additional US$4 million investment in F&P

America MFG. Inc., a subsidiary of F-Tech Co., Ltd., in Japan,

a core member of the Honda Group. 

•Aiming to expand its business in the fast-growing field of 

in-vehicle security and navigation systems, Nichimen invested

US$2 million to establish ATX Distribution Corp. in Costa Mesa,

California. ATX Distribution, a joint venture with San Antonio,

Texas-based ATX Technologies, Inc., provides sales, sales

support, and technical services to electronics manufacturers as

well as English/Japanese-language car security and navigation

systems to bilingual customers. 

•Nichimen invested US$3 million in ArrayComm Inc., a Silicon

Valley company that develops high-quality wireless local loop

(WLL) technologies. Nichimen is working to market WLLs

in Southeast Asia and Latin America. 
U NAI is working to deepen its local roots as a U.S.-based

company and to expand its domestic business, largely by making

additional direct investments and augmenting autonomous trading

activities. Based on Nichimen’s plans to make NAI its operational

hub in the Americas, Nichimen do Brasil Ltda. was converted into

a wholly owned subsidiary of NAI during 1997, while Nichimen

Argentina S.A. was similarly converted in 1998. An NAI subsidiary

has been established in Chile, and plans call for transforming

Nichimen Canada Inc. and Nichimen de Mexico S.A. de C.V.

into NAI subsidiaries during 1999.

Projections of economic growth rates in Asia have been recently

revised considerably upward. Excluding Hong Kong, almost

all Asian economies are expected to achieve positive growth

during 1999.
U A Singapore-based holding and investment company,

Nichimen Asia Oceania Pte. Ltd., was established in August 1998,

ASIA & OCEANIA 
OPERATIONS

International Review

Hiroshi Yoshikawa, 
Chief Operating Officer

North, Central & 
South America 

Qx/Nichimen AR 99.8/4  99.8.4 9:25 PM  y [ W  24



Nichimen Corporation Annual Report 1999 25

International R
eview

and three Nichimen subsidiaries—Nichimen Co., (Hong Kong)

Ltd., Nichimen (Singapore) Pte Ltd., and newly established

Nichimen (East Malaysia) SDN. BHD.—were subsequently

converted into subsidiaries of the new company. Plans call

for Nichimen Asia Oceania to begin full-scale operations as

Nichimen’s regional headquarters after it increases its capital

in mid-1999.
U Large differences among the 1998 fiscal year performances of

the many Nichimen business units in the region make an overall

appraisal of performance difficult. Among them, Nichimen

(Singapore), Nichimen Korea Ltd., and the Manila Branch have

shown remarkable results in comparison with the NC 2000 plan.
U Because severe conditions for fund procurement are expected

to persist, the Company is considering moves to augment the sub-

sidiaries’ capital and thereby enable them to take full advantage of

new business opportunities.
U In the current fiscal year, plans call for revamping the capital

structures of subsidiaries in Indonesia and Oceania, and the

upgrading of the Taipei Branch to subsidiary status is under

consideration.
U The Company also began the scrap-and-build restructuring

of its regional liaison office network from the latter half of the

previous fiscal year, and the benefits of this program have

emerged gradually in the form of considerable improvement

in liaison office performance.
U The full benefits of restructuring are expected to be evident in

the current fiscal year. The program has entailed such difficult

decisions as that to close the Calcutta office, which had a long

history in India, but it has also included such new initiatives as the

posting of national staff in top positions at offices in Sri Lanka,

Cambodia, and Laos. 
U Noteworthy transactions during the fiscal year under review

included the following:

•Nichimen assisted in the restructuring of real estate operations

of the Singapore-based Lum Chang Group by underwriting a new

share issuance by that group.

•In Myanmar, Nichimen continued to obtain a large number of

contracts. Among new contracts were those involving construction

equipment and oil refinery equipment.

•Nichimen and China National Cereals, Oils & Foodstuffs Import

& Export Corp. established a Shenzhen-based joint venture sogo

shosha (comprehensive trading company), Cofcotianding

International Trading Co., Ltd., that began operating in March

1999. The company, which is the first of its type in China, has

approximately US$12 million in capital, of which Nichimen invest-

ed 49%. It is engaging in international trade as well as domestic

marketing operations. 

•In China, Nichimen already operates five types of business units,

including a liaison office, an umbrella holding company, a free

trade zone trading company, a general trading company, and a

manufacturing joint venture. Also, Nichimen added another type

of company in its Shenzhen-based sogo shosha. These six types

of business units are synergistically collaborating.

•Nichimen continued to obtain large contracts, such as the

US$7.2 million lease contract of two Airbus aircraft to Zhejiang

Airline Co., Ltd.; an approximately ¥10.5 billion contract for the

Japanese ODA funded construction of 240 greenhouses with the

objective of promoting reforestation in the Hanjiang River, in

Hubei Province; a US$6.8 million contract for the supply of

13,000 tons of pressure-resistant special steel casings used in

the electric power generation portion of the Three Gorges Project;

and a ¥1.0 billion contract for supplying textile machinery from

Tadashi Takahashi, 
Chief Operating Officer

Asia & Oceania
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Teijin Seiki Co., Ltd., to a plant of Tetron Co., Ltd., in Heilongjiang

Province. 

[China special]

In view of China’s special circumstances, Nichimen is emphasiz-

ing the expansion of local business involving pharmaceuticals,

agrochemicals, telecommunications, consumer electric products,

and agricultural development. Organizationally, the Company is

more clearly defining staff responsibilities and shifting from cen-

tralized marketing programs based in Beijing to more geographi-

cally dispersed programs. 

[Oceania]

In Australia, during the period, Nichimen completed a gas-turbine

power plant in cooperation with Mitsubishi Heavy Industries, Ltd.,

and initiated the operations of Hycube Pty. Ltd., which manufac-

tures and markets hay fodder, primarily for export.
U In New Zealand, wholly owned subsidiary Cawthray Motors

Ltd. steadily increased its sales of used vehicles imported from

Japan.

Aiming to expand business within Europe, U.K.-based subsidiary

Nichimen Europe plc (NEU) cooperated with other Group compa-

nies in the region as it strove to enlarge its core operations in such

fields as chemicals, plastics, and machinery. NEU used its divi-

sional business system to further horizontally integrate the opera-

tions of individual divisions of different Group offices in Western

Europe as well as central Europe, Africa, and the Middle East.

Endeavoring to become a truly international company, NEU pro-

ceeded with its nationalization policies, which have included the

introduction of a remuneration system that makes no distinctions

between rotational staff and local staff. The system determines

pay levels based on job assignment and individual performance.

Incentives have been effective in enhancing the motivation of NEU

staff and contingent on the attainment of both NEU and individual

targets. 
U During the fiscal year under review, NEU recorded strong

performances in relatively autonomous plastics, automobile, and

wind power business as well as in intraregional machinery busi-

ness and recorded US$909 million in sales. On a consolidated

EUROPE, AFRICA & MIDDLE EAST
OPERATIONS 

basis, the company achieved 116% of its net profit target. All

Nichimen affiliates in Europe generated a net profit during the

period under review. Nichimen Middle East F.Z.E., in Dubai, gen-

erated 77% of its net sales target. All Nichimen representative

offices in central Europe, Africa, and the Middle East, as a whole,

attained 134% of their targets. 
U Noteworthy business developments in Europe and the Middle

East included the following:

•Following the incorporation of Brussels-based ANESA Societe

Anonyme for providing unified oversight of all the Group’s agro-

chemical business development in Europe, Africa, and the Middle

East, together with Nichimen, NEU established another Brussels-

based company, PLANESA S.A., which is expected to consolidate

the Group’s plastics business in Europe. Plans call for the new

company to purchase shares in affiliates in Europe.

•ECOWIND Inc., a joint venture of Nichimen and NEU, has under-

taken wind power projects in several locations in Canada and the

United States by working through M&N Windpower B.V. M&N

Windpower is a joint venture of Nichimen and Denmark-based

NEG Micon A/S, which is one of the world’s largest manufacturers

of wind power equipment. During the period under review,

ECOWIND developed 210MW of wind power facilities, making it

Mitsuhiro Mishima, 
Chief Operating Officer

Europe, Africa, & the 
Middle East and the CIS
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one of the world’s top companies of its kind.

•Italy-based DPS Daihatsu Parts Service S.r.l. is a Nichimen

Group majority-owned distributor of Daihatsu automobiles and

related components. Since it began operating in 1986, this com-

pany has established a network of more than 70 dealers through-

out Italy. NEU’s shareholding in the company was increased from

16% to 28% during the period under review.

•NEU purchased 100% of the stock of Nichimen Middle East

F.Z.E. from Nichimen in January 1999. NEU thus transformed it

into a wholly owned subsidiary that will serve as a key base for

transactions among Middle Eastern countries as well as offshore

transactions involving European, African, and other countries.
U To attain NC 2000 targets, together with affiliates of the

Nichimen Group, NEU plans to further tighten its focus on core

businesses in its European, African, and Middle Eastern opera-

tions, such as chemicals, plastics, and machinery. Regarding

plastics and chemicals operations, the business volume is to be

increased with emphasis on expanding the geographic scope of

business in Western Europe to include other regions. As for

machinery, local and offshore business is to be augmented. The

scope of the divisional business system already established in

Western Europe will be quickly extended to encompass Eastern

Europe, Africa, and the Middle East. Moreover, the use of local

staff will be increased, with attention to the possibilities for recruit-

ing local staff to serve as office managers capable of aggressively

developing new types of business. 

As the financial crisis that began in August 1998 threatens to

prolong the disorder in the CIS economies, Nichimen is giving

top priority to credit risk management in pursuing businesses

in Russia while always taking positive steps toward creating core

business opportunities in the CIS. Although the crisis interrupted

the progress and realization of such large capital-intensive proj-

ects as plant business and weakened the capabilities of leading

industrial groups newly emerging in Russia with whom Nichimen

had assiduously worked to develop various projects, Nichimen’s

representative offices in the region managed to perform their roles

by counterbalancing the drop in sales volume with the expansion

THE CIS

of appropriate midsized transactions in such business fields as

coke, agrochemicals, and photo-films.
U Concerning coke business, the incentive measure so-called

“tolling” taken by the Russian government and import restrictions

imposed by certain countries on Russian steel products depress-

ing domestic coke production helped us to unexpectedly expand

the sales of Japanese, South African, and Chinese coke to the

Russian aluminum industry. As regards coal business, besides

existing long-term contracts for Russian coking coal with

Japanese steelmakers, we concluded our first contract for the sup-

ply of approximately 500,000 tons of Russian fuel coal to major

Japanese cement manufacturers. With this epoch-making fuel-coal

contract, we hope to achieve our annual target of one million tons

of coal exports from Russia in the not-too-distant future. 
U In recent years, Nichimen’s agrochemicals business has been

expanding quite extensively with agrochemicals advisors deployed

throughout the CIS, and the Company attained its sales target in

this business sector in fiscal 1998.
U Regarding large-scale prospective businesses, on top of the

Japanese ODA-related projects handled mainly by our Kazakhstan

office, Nichimen has been engaged in serious negotiations with

several oil and petrochemical companies in the CIS for revamping

their plant facilities with payments to be made in the form of prod-

ucts from them.
U We are proud to announce that President Watari was selected

to be the first chairman of the Japan-Azerbaijan Economic

Committee, and he led a large Japanese delegation to Azerbaijan

in March 1999. The delegation held various discussions with

Azerbaijan’s president and other top officials aimed at strengthen-

ing economic relations between the two countries; just 10 days

later, a ground-breaking ceremony took place for commencing the

construction work of a major ethylene plant modernization project

contracted by Nichimen (the very first project in that country

financed by the Japanese government).
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Nichimen strives to be an exemplary

corporate citizen that takes the initiative in

addressing environmental problems and

promoting sustainable economic develop-

ment throughout the world. The Company

has long maintained systematic emphasis

on protecting the natural environment.

U For almost a decade, Nichimen’s

Environment Committee has worked to

foster awareness of environmental issues

throughout the Company, promote con-

formance with corporate environmental

policies, and monitor environment-related

developments outside the Company. Also,

Nichimen has set up its Global Environ-

ment Working Group to encourage inter-

divisional cooperation. The Environment

Committee introduced guidelines in 1993

that clarify Groupwide environmental poli-

cies and simultaneously began imple-

menting an environmental management

system to eliminate or minimize the envi-

ronmental impact of the Company’s oper-

ations. The new system calls for many

potential environmental issues to be

addressed before any new business is

initiated and includes provisions for

subsequent compliance checks. 

U In January 1999, Nichimen completed

a revised and updated version of its envi-

ronmental policy that specifically address-

es such topics as conformance with

ISO-defined international standards for

environmental management systems.

U In October 1998, Nichimen began

preparing to obtain ISO 14001 certifica-

tion for the environmental management

systems of its head offices in Tokyo and

Osaka, and the scope of preparations was

later expanded to cover four administra-

tive support subsidiaries. Internal envi-

ronmental audits were carried out in April

and May 1999, and plans call for the

receipt of certification in August 1999.

U Nichimen actively cooperates with the

Keidanren Nature Preservation Fund and

other environmental protection organiza-

tions. Because the Company has long

maintained a position as Japan’s leading

importer of logs and lumber products, it

has a particular concern for the preserva-

tion of forestry resources, particularly

in developing countries. Thus, on the

occasion of the 100th anniversary of

its founding, the Company established the

Nichimen Forestry Fund, which has con-

tributed to the better management of forest

resources in Malaysia by substantially

increasing the number of that country’s

forestry experts. It has also contributed to

the preservation of local environments in

Malaysia, Indonesia, Myanmar, and

Vietnam through large-scale tree-planting

projects. 

U Nichimen organizes various projects to

promote employee participation in such

charitable endeavors as UNICEF fund-

raising programs. During the fiscal year

under review, for example, the seventh

annual Nichimen Clothes Aid program

gathered approximately 10 tons of cloth-

ing, which were dispatched to needy

recipients in various locations throughout

the world.

New Initiatives to Protect the Environment

The Company has contributed to the preservation of forest resources in Sarawak and other regions of
Malaysia by establishing the Nichimen Forestry Fund, which is aimed at substantially increasing
the number of Malaysian forestry experts. 
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OVERVIEW

During the fiscal year ended March 31, 1999,

various measures were taken to stabilize Japan’s

financial system. A credit contraction and other

factors caused a rise in the number of corporate

bankruptcies and a worsening of the employment

environment, however, and the domestic economy

remained sluggish. In the Americas, economic

instability in many Latin American countries had

a minimal influence on the U.S. economy, which

sustained a strong expansion. Reflecting this,

U.S. stock prices continued to surge, and the Dow

Jones stock average surpassed the $10,000 mark

for the first time ever. In Europe, the January 1999

launch of the euro proceeded smoothly, and prin-

cipal European economies maintained gradual

growth, despite concerns regarding prospective

trends in some countries. Asia continued to suffer

from widespread economic instability in the wake

of recent monetary crises, although the positive

results of reform programs were seen in some

countries. 

Aiming to strengthen its capabilities and

performance amid a generally severe operating

environment, Nichimen placed strong emphasis

on implementing various medium-term strategic

measures in line with its NC 2000 plan. Particular

efforts were focused on resolutely deciding to

nurture, transfer, or abandon each of its business

projects; redistributing resources to boost profit-

ability; and taking measures to liquidate problem

assets and assets with chronically low yield levels

and to otherwise diminish the Company’s assets.

Using funds made available through such asset

reduction measures, the Company is striving to

lower the level of its interest-bearing debt on a

consolidated basis during the two fiscal years

following the period under review and thereby

strengthen its structure and capabilities. Plans call

for shifting the Company’s management emphasis

from accumulative growth to streamlining and

dynamic profitability. 

Against the backdrop of these external and

internal trends, Nichimen recorded ¥3,256.4 bil-

lion in consolidated net sales, down ¥593.4 bil-

lion, or 15.4%, from the previous year. This

decline reflected a large drop in crude oil prices,

which caused a similar fall in the value of its off-

shore oil and chemicals transactions, as well as

the Company’s previously mentioned policy of

decisively abandoning businesses with poor

prospects.

In contrast, net operating profit increased,

largely due to a rise in gross profitability.

However, the Company took unwavering measures

to structurally enhance and strengthen its opera-

tions through steps that included the writing off of

latent losses, causing temporary special losses

that resulted in a ¥21.8 billion net loss for the

period. In light of this, the parent company

reduced cash dividends per share applicable to

the fiscal year ¥1, to ¥5.

NET SALES (TOTAL TRADING

TRANSACTIONS)

Reviewing Nichimen’s consolidated net sales dur-

ing the fiscal year, export sales declined ¥53.4 bil-

lion, or 11.6%, to ¥408.4 billion, largely due to

lower sales of machinery products. Import sales

were down ¥58.0 billion, or 13.4%, to ¥373.7 bil-

lion, owing to drops in such fields as fuels and

chemicals. Negatively affected by a weak perfor-

mance related to metals and textiles, domestic

sales decreased ¥81.3 billion, or 7.2%, to

¥1,050.9 billion. Offshore sales dropped ¥400.7

billion, or 22.0%, to ¥1,423.5 billion, reflecting a

fall in crude oil prices that considerably lowered

the value of fuels and chemicals transactions. 

The value of the yen in terms of U.S. dollars

averaged 5.6% higher during the period than in

the previous fiscal year, and Nichimen estimates

Nichimen Corporation Annual Report 199930

Management’s Discussion and Analysis

NET SALES BY COMMODITY GROUP*
Billions of Yen (% of Net Sales)

Household, Consumer & 
General Products Group
¥1,039.7 (31.9%)

Metals & Machinery Group
¥1,137.1 (34.9%)

Energy, Chemicals & Plastics Group
¥1,079.6 (33.2%)

NET SALES BY TYPE OF TRADE
Millions of Yen (% of Net Sales)

Export ¥408,352 (12.5%) Import ¥373,691 (11.5%)

Domestic ¥1,050,916 (32.3%)Offshore ¥1,423,466 (43.7%)

U U

U

U

U

U

U
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that this had the effect of increasing its consolidat-

ed net sales ¥80.0 billion. A net increase of five in

the number of consolidated subsidiaries is not

believed to have had a significant effect on con-

solidated net sales.

Sales of all divisions other than the Foodstuffs

Division decreased. Sales of metals declined

¥48.4 billion, or 12.9%, to ¥326.7 billion, princi-

pally due to slack domestic demand for steel. Lower

sales in such fields as plants, automobiles, and

electronic products caused sales of machinery to

drop ¥67.7 billion, or 9.2%, to ¥666.8 billion. The

previously mentioned fall in crude oil transactions

was the principal factor underlying a ¥424.5 bil-

lion, or 28.2%, plunge in sales of fuels and chemi-

cals products, to ¥1,079.6 billion. Sales of textiles

decreased ¥58.3 billion, or 21.0%, to ¥219.3 bil-

lion, reflecting lower sales of apparel, cotton, and

cotton yarn in Japan. A rise in the number of prod-

ucts handled by subsidiaries was a main cause sup-

porting a ¥16.3 billion, or 2.9%, increase in grain

and foodstuffs sales, to ¥586.8 billion. Despite

rises in sales by construction and general merchan-

dise divisions, the domestic recession reduced

demand for logs and lumber products, causing

sales of construction, logs and lumber, and gener-

al merchandise to decline ¥10.2 billion, or 2.8%,

to ¥354.8 billion. Departments responsible for

financial and administrative services recorded

¥22.6 billion in sales, down ¥0.6 billion, or 2.6%.

Of Nichimen’s ¥3,256.4 billion in consolidated

net sales, ¥2,914.0 billion was recorded by Group

companies based in Japan. This figure was down

¥594.6 billion, or 16.9%, from the previous peri-

od, due to the drop in crude oil transactions as

well as decreases in other business fields. The

drop was the main cause of the ¥593.4 billion

fall in consolidated net sales. Net sales by Group

companies in Europe, the Middle East, and Asia

were up, while net sales by Group companies in

the Americas and Oceania were down.

COSTS, EXPENSES, AND EARNINGS

At ¥3,127.9 billion, cost of sales was down

16.1%, slightly more than the 15.4% drop in net

sales. This caused gross trading profit to rise ¥5.2

billion, or 4.2%, to ¥128.5 billion, the third con-

secutive fiscal year of growth in gross trading

profit. The gross profit ratio rose 0.75 percentage

point, to 3.95%. 

This reflected the shift to a relatively high-

value-added business structure called for by

Nichimen’s previous CREATE 98 medium-term

management plan and the current NC 2000 plan.

In particular, gross profit was boosted ¥3.9 billion

by the Metals & Machinery Group’s proactive

efforts to increase plant and environmental protec-

tion related business and ¥1.3 billion by initiatives

taken by the Chemicals Department, Logs and

Lumber Department, and departments responsible

for financial and administrative services.

Nichimen continued working to its reduce sell-

ing, general and administrative (SG&A) expenses.

The parent company’s SG&A expenses declined,

due to efforts to reduce personnel and supplies

expenses, but a rise in the SG&A expenses of

previously and newly consolidated subsidiaries

caused consolidated SG&A expenses to edge

up ¥0.6 billion, or 0.6%, to ¥107.0 billion. Thus,

SG&A expenses as a percentage of net sales rose

0.53 percentage point, to 3.29%.

As a result, operating income surged ¥4.6 bil-

lion, or 27.2%, to ¥21.5 billion. The ratio of

operating income to net sales increased 0.22

percentage point, to 0.66%.

Other expenses, net, amounted to ¥50.5 billion,

up ¥48.5 billion. Net interest expenses grew ¥2.8

billion, to ¥5.6 billion, reflecting a rise in fund

procurement expenses. This and the write-off of

latent losses as part of measures aimed at

strengthening the Company’s financial position

caused a temporary surge in extraordinary

expenses and a ¥45.8 billion increase in the nega-

tive value of the ‘Others, net’ item, to an expense

of ¥45.0 billion. Within the ‘Others, net’ item, loss

on the sale of securities amounted to ¥27.3 bil-

lion, and special severance benefits were ¥4.9 bil-

lion, reflecting the Company’s efforts to reduce

personnel expenses through an accelerated retire-

ment program. Losses on disposal of investments
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in and advances to subsidiaries, affiliates and

others totaled ¥10.0 billion. 

As a result of these factors, the loss from con-

solidated operations before income taxes amount-

ed to ¥29.1 billion, compared with ¥14.8 billion

in income from consolidated operations before

income taxes in the previous period. Income taxes

improved ¥3.6 billion, to ¥5.8 billion, but ¥14.5

billion in income tax adjustments accounted for as

a non-current deferred tax asset resulted from the

adoption of deferred tax accounting. Thus, the net

loss from consolidated operations amounted to

¥21.8 billion, compared with ¥5.1 billion in

income from consolidated operations in the

previous period.

Net loss per share was ¥51.86, compared with

¥12.02 of net income per share in the previous

period. 

FINANCIAL POSITION

As a result of the accelerated implementation of

the NC 2000 plan, total assets on a consolidated

basis were decreased ¥161.0 billion, or 7.9%,

principally due to a reduction of liquid assets.

Total assets thus fell below the ¥2 trillion mark

for the first time in 10 fiscal years, amounting

to ¥1,887.5 billion.

Current assets dropped ¥199.7 billion, or

13.0%, to ¥1,334.8 billion. With the goal of

strengthening its financial position, the Company

sold securities with latent losses and wrote off

latent losses on other securities, thereby reducing

the value of marketable securities ¥174.4 billion.

Reflecting the Company’s financial strategy as well

as the decline in net sales, receivables and inven-

tories both decreased, while proceeds from the

sale of assets, in line with the Company’s strategy,

led to a ¥64.3 billion rise in cash and time

deposits.

The level of investments and non-current

receivables was affected by the sale of money

trusts and other investments with the aim of

reducing total assets as well as by generous pro-

visions made to the allowance for doubtful receiv-

ables. Long-term loans and trade receivables grew

¥19.0 billion, to ¥125.6 billion, reflecting a rise in

loans provided to support overseas subsidiaries

and promote the development of a joint venture

telecommunications company. Beginning in the

period under review, the Company has employed

a revised system of standards for new business

investments as part of a strategy for preventing

losses on such investments. The system defines

conditions that dictate a withdrawal from a given

business and include such provisions as those for

partner risk premiums.

Although the average value of the yen during

the fiscal year was lower than in the previous peri-

od, the yen’s value at the end of the fiscal year was

up from the previous fiscal year-end. Thus, for-

eign currency translation adjustments for convert-

ing foreign currency figures from the financial

statements of overseas companies into yen grew

¥10.6 billion, to ¥18.1 billion.

The Company invested ¥3.3 billion in property

and equipment during the period, principally in

the construction of the NM Plaza Midosuji, in cen-

tral Osaka, and other rental properties. At the same

time, 11 employee welfare facilities were sold, and

accumulated depreciation shrank ¥4.2 billion. The

welfare facilities were sold with leaseback arrange-

ments and continue to serve the same functions as

previously.

Total liabilities decreased ¥136.5 billion, or

7.2%, to ¥1,751.4 billion. Of this, long- and

short-term interest-bearing debt was reduced

¥103.9 billion, or 6.8%, to ¥1,416.1 billion, as the

Company realized more than half of its NC 2000

target of reducing interest-bearing debt ¥200.0

billion. Short-term debt, including the current por-

tion of long-term debt, fell ¥112.9 billion, while

commercial paper dropped ¥27.2 billion, and

these two changes reduced interest-bearing

debt ¥140.1 billion. Reflecting the previously

mentioned capital investments as well as other
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investment and financing activities, long-term lia-

bilities increased ¥38.4 billion, with the bulk of

the increase attributable to the parent company.

The parent company made three issuances of

bonds with a total value of ¥19.0 billion, but the

redemption of ¥39.9 billion in bonds by consoli-

dated subsidiaries reduced the balance of out-

standing bonds ¥20.9 billion. 

Operating liabilities and other liabilities

declined ¥34.8 billion, to ¥323.6 billion, primarily

as a result of a decrease in trade payables that

accompanied the drop in the volume of transac-

tions in such products as fuels and chemicals.

Working capital decreased ¥24.8 billion, to

¥174.4 billion, principally reflecting the sale and

downward revaluation of securities with the goal

of realizing latent losses and thereby increasing

the soundness of the Company’s financial posi-

tion. The current ratio was 1.15, the same level as

at the previous year-end. However, having main-

tained ¥418.5 billion in such liquid assets as

cash, time deposits, and marketable securities,

compared with average monthly sales of ¥271.4

billion, the Company has sustained sufficient

liquidity. 

SHAREHOLDERS’ EQUITY

Shareholders’ equity was down ¥25.0 billion,

to ¥127.6 billion, primarily reflecting a decrease

in retained earnings. As a result, the equity ratio

decreased 0.6 percentage point, to 6.8%, and

shareholders’ equity per share fell ¥56.29, to

¥305.73. Based on changes to the Company’s

articles of incorporation made during the period,

the capital surplus was reversed by ¥0.3 billion to

decrease the number of the Company’s outstand-

ing shares through purchases in the stock market. 

CASH FLOWS 

Net cash provided by operating activities during

the fiscal year amounted to ¥14.8 billion, down

¥18.6 billion from the previous period. Cash out-

flow due to the net loss for the year was ¥21.8 bil-

lion, while net cash outflow due to changes in

operating assets and liabilities amounted to ¥4.1

billion, down from ¥15.3 billion in the previous

year. These were offset by ¥40.6 billion of net

cash inflow from other adjustment items, such as

depreciation and the sale and revaluation of

assets. 

Net cash provided by investing activities

increased ¥43.9 billion, to ¥60.4 billion. Net cash

outflow due to changes in time deposits, net, was

¥51.1 billion, compared with ¥81.3 billion in net

cash inflow due to changes in time deposits dur-

ing the previous year. Net cash outflow from

changes in short- and long-term loans and others

amounted to ¥17.0 billion, compared with ¥20.2

billion of net cash inflow in the previous period.

However, net cash proceeds from the sale and

purchase of securities amounted to ¥122.7 billion,

compared with net outflow of ¥47.4 billion in the

previous year. Net cash inflow due to changes in

property, equipment, and other non-current

receivables, net, was ¥5.8 billion, compared with

net outflow of ¥37.6 billion in the previous year.

Net cash used in financing activities increased

¥19.8 billion, to ¥57.0 billion, due to funding and

repayment activities implemented in accordance

with the Company’s strategy of reducing interest-

bearing debt. Proceeds from and repayment of

long-term debt caused net cash inflow of ¥23.6

billion. This was offset by the change in short-

term debt and CP, which led to a net cash outflow

of ¥42.7 billion, and by proceeds from issuance of

bonds and the redemption of bonds, which caused

a net cash outflow of ¥34.8 billion.

As a result of these changes, cash at the end of

the year stood at ¥106.6 billion, up ¥17.3 billion.

THE YEAR 2000 ISSUE 

Recognizing the potential seriousness of the Year

2000 (Y2K) Issue, the entire Nichimen Group is

concertedly responding to this issue. All the in-

house computer systems of each Group company

have already been checked for potential suscepti-

bility to Y2K-related problems, and appropriate

countermeasures are currently being taken.

Nichimen has established the Year 2000 Issue

Committee, which is providing information and

guidance related to the Year 2000 Issue to entities

both inside and outside the Nichimen Group.

All the Company’s Y2K countermeasures are

scheduled to be completed by the end of August

1999.

The Company estimates that the direct and

indirect costs of responding to the Y2K Issue will

amount to ¥2.3 billion, of which ¥1.0 billion had

been disbursed by the end of the period under

review. These countermeasures are being paid for

with internally generated funds and are not expect-

ed to have an appreciable effect on the Company’s

operations, performance, or financial position. 

OUTLOOK

The nature of operating conditions during the

current fiscal year remains hard to forecast. The

likelihood of a recovery in the Japanese economy

is uncertain, and negative trends have emerged in

certain overseas markets. In view of this situation,

the Nichimen Group intends to continue develop-

ing its global operations while implementing

many measures based on its NC 2000 plan to

increase the high-value-added share of its trading

transactions, maintain strong emphasis on risk

control, and promote the growth of its domestic

subsidiaries and affiliates. Through these and

other steps, the Company anticipates that it will

achieve a recovery and a sustained upturn in its

performance.

On a consolidated basis, the Company projects

that it will record ¥3,300 billion in net sales and

¥25.0 billion in operating income during the cur-

rent fiscal year. Having taken resolute measures

to write off latent losses during the period under

review, Nichimen expects to restore its net profit-

ability during the current period.
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ASSETS Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1999

Current Assets:
Cash ....................................................................................................................... ¥0,106,568 ¥0,089,276 $00,884,015
Time deposits ......................................................................................................... 98,408 51,421 816,325
Marketable securities (Notes 2, 3 & 4) ................................................................... 213,529 387,905 1,771,290
Receivables:

Trade notes and trade accounts (Note 4) .......................................................... 573,985 591,273 4,761,385
Loans.................................................................................................................. 83,848 89,457 695,545
Unconsolidated subsidiaries and affiliates ........................................................ 21,082 35,302 174,882
Allowance for doubtful receivables (Note 2) ...................................................... (7,229) (6,021) (59,967)

Inventories (Note 2) ................................................................................................ 167,150 203,463 1,386,562
Advance payments to suppliers............................................................................. 38,407 50,326 318,598
Deferred tax assets—current (Notes 2 & 7) ........................................................... 3,447 678 28,594
Other current assets............................................................................................... 35,636 41,467 295,612

Total current assets ........................................................................................ 1,334,831 1,534,547 11,072,841

Investments and Non-Current Receivables:
Investment securities (Notes 2 & 4) ....................................................................... 128,946 118,479 1,069,647
Investments in and advances to unconsolidated 
subsidiaries and affiliates (Note 2)....................................................................... 27,167 17,718 225,359

Long-term loans and trade receivables ................................................................. 125,648 106,655 1,042,290
Allowance for doubtful receivables (Note 2) .......................................................... (23,234) (15,056) (192,733)
Other investments and receivables........................................................................ 28,404 50,252 235,620

Total investments and non-current receivables ............................................. 286,931 278,048 2,380,183

Property and Equipment, at Cost (Notes 2 & 4):
Land ....................................................................................................................... 85,252 92,329 707,192
Buildings and structures ........................................................................................ 74,657 79,743 619,303
Property leased to others ....................................................................................... 34,678 23,586 287,665
Equipment, fixtures and others .............................................................................. 89,518 85,108 742,580
Accumulated depreciation ..................................................................................... (51,279) (55,518) (425,375)

Net property and equipment .......................................................................... 232,826 225,248 1,931,365

Other Assets:
Foreign currency translation adjustments (Note 2) ................................................ 18,094 7,535 150,095
Deferred tax assets—non-current (Notes 2 & 7).................................................... 12,896 1,510 106,976
Other....................................................................................................................... 1,912 1,601 15,861

Total other assets ........................................................................................... 32,902 10,646 272,932

Total ........................................................................................................................... ¥1,887,490 ¥2,048,489 $15,657,321

See accompanying notes to consolidated financial statements.

C o n s o l i d a t e d  B a l a n c e  S h e e t s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s A s  o f  M a r c h  3 1 ,  1 9 9 9  a n d  1 9 9 8
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LIABILITIES AND SHAREHOLDERS’ EQUITY Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1999

Current Liabilities:
Short-term debt, principally unsecured (Note 5).................................................... ¥0,596,217 ¥0,638,432 $04,945,807
Commercial paper.................................................................................................. 167,900 195,100 1,392,783
Current portion of long-term debt (Notes 4 & 5) .................................................... 72,784 143,451 603,766
Trade payables:

Notes and accounts ........................................................................................... 270,193 299,459 2,241,336
Unconsolidated subsidiaries and affiliates ........................................................ 4,526 4,155 37,545

Accrued liabilities ................................................................................................... 10,369 11,819 86,014
Income taxes .......................................................................................................... 2,607 3,509 21,626
Advances received from customers ...................................................................... 12,495 12,979 103,650
Deferred tax liabilities—current (Notes 2 & 7)........................................................ 8 — 66
Other current liabilities ........................................................................................... 23,377 26,482 193,919

Total current liabilities..................................................................................... 1,160,476 1,335,386 9,626,512

Long-Term Liabilities:
Long-term debt, less current portion (Notes 4 & 5) ............................................... 579,240 543,036 4,804,977
Liabilities for severance payments (Notes 2 & 6)................................................... 4,517 5,233 37,470
Deferred tax liabilities—non-current (Notes 2 & 7) ................................................ 1,493 1,455 12,385
Other long-term liabilities ....................................................................................... 5,685 2,798 47,159

Total long-term liabilities................................................................................. 590,935 552,522 4,901,991

Minority Interests...................................................................................................... 8,485 7,973 70,386

Shareholders’ Equity (Note 8):
Common stock, par value ¥50 per share:

Authorized—997,379,000 shares
Issued—421,002,957 shares (423,623,957—1998) .......................................... 52,179 52,179 432,841

Capital surplus ....................................................................................................... 48,140 48,459 399,336
Retained earnings (Note 13) .................................................................................. 28,407 52,802 235,645
Treasury stock (Note 9) .......................................................................................... (1,132) (832) (9,390)

Total shareholders’ equity .............................................................................. 127,594 152,608 1,058,432

Contingent Liabilities (Note 11)

Total ........................................................................................................................... ¥1,887,490 ¥2,048,489 $15,657,321
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Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1997 1999

Net Sales (Total Trading Transactions) (Notes 2 & 14) ................ ¥3,256,420 ¥3,849,811 ¥3,891,041 $27,013,024
Cost of Sales (Note 2) ..................................................................... 3,127,937 3,726,556 3,771,731 25,947,217

Gross trading profit ....................................................................... 128,483 123,255 119,310 1,065,807
Selling, General and Administrative Expenses............................ 107,019 106,382 103,781 887,756

Operating income ......................................................................... 21,464 16,873 15,529 178,051

Other Income (Expenses):
Interest income ............................................................................. 31,702 30,712 31,039 262,978
Interest expenses.......................................................................... (39,112) (35,662) (33,566) (324,446)
Dividends ...................................................................................... 1,848 2,143 2,692 15,329
Others, net (Note 10) .................................................................... (44,981) 780 (1,082) (373,131)

.......................................................................................................... (50,543) (2,027) (917) (419,270)

Income (Loss) from Consolidated Operations
before Income Taxes .................................................................... (29,079) 14,846 14,612 (241,219)

Income Taxes (Note 2):
Current .......................................................................................... 5,827 9,471 9,041 48,337
Deferred ........................................................................................ (14,512) 327 733 (120,381)

.......................................................................................................... (8,685) 9,798 9,774 (72,044)

Income (Loss) from Consolidated Operations ............................. (20,394) 5,048 4,838 (169,175)
Equity in Earnings (Losses) of Unconsolidated

Subsidiaries and Affiliates ........................................................... (1,380) 26 81 (11,447)

Net Income (Loss) ........................................................................... ¥0, (21,774) ¥0,005,074 ¥0,004,919 $0, (180,622)

U.S. Cents
Yen (Note 1)

Net Income (Loss) per Share (Note 2) ........................................... ¥0, 0(51.86) ¥0,0012.02 ¥0,0011.61 (43.02)¢
Cash Dividends per Share (Note 8)................................................ 5.00 6.00 6.00 4.15

See accompanying notes to consolidated financial statements.

C o n s o l i d a t e d  S t a t e m e n t s  o f  O p e r a t i o n s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s F o r  t h e  y e a r s  e n d e d  M a r c h  3 1 ,  1 9 9 9 ,  1 9 9 8  a n d  1 9 9 7
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Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1997 1999

Common Stock (Note 8):
Beginning balance.......................................................................................... ¥52,179 ¥52,179 ¥52,179 $432,841

Ending balance............................................................................................... ¥52,179 ¥52,179 ¥52,179 $432,841

Capital Surplus (Note 8):
Beginning balance.......................................................................................... ¥48,459 ¥48,459 ¥48,459 $401,983
Retirement of treasury stock ........................................................................... (319) — — (2,647)

Ending balance............................................................................................... ¥48,140 ¥48,459 ¥48,459 $399,336

Retained Earnings (Note 8):
Beginning balance.......................................................................................... ¥52,802 ¥50,579 ¥48,493 $438,009
Effect on beginning balance due to adoption 
of deferred income taxes .............................................................................. 0 — — 0

Net income (loss) ............................................................................................ (21,774) 5,074 4,919 (180,622)
Effect on beginning balance arising from additions of subsidiaries
and affiliates for consolidation ...................................................................... — — (81) —

Cash dividends paid....................................................................................... (2,524) (2,536) (2,541) (20,937)
Bonuses to directors ....................................................................................... (68) (87) (70) (564)
Effect on beginning balance due to increase/decrease 
in unconsolidated subsidiaries and affiliates accounted 
for by the equity method ............................................................................... (96) — — (796)

Change in unrealized appreciation (depreciation) 
on marketable securities (Note 13)............................................................... 67 (228) (141) 555

Ending balance............................................................................................... ¥28,407 ¥52,802 ¥50,579 $235,645

Treasury Stock (Note 9) .................................................................................... ¥ (1,132) ¥0, (832) ¥00,0 (0) $ 0(9,390)

See accompanying notes to consolidated financial statements.

C o n s o l i d a t e d  S t a t e m e n t s  o f  S h a r e h o l d e r s ’  E q u i t y
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s F o r  t h e  y e a r s  e n d e d  M a r c h  3 1 ,  1 9 9 9 ,  1 9 9 8  a n d  1 9 9 7
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Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1997 1999

Cash Flows from Operating Activities:
Net income (loss) ..................................................................................... ¥(21,774) ¥005,074 ¥004,919 $0(180,622)
Adjustments to reconcile net income to net cash 
provided by (used in) operating activities:
Depreciation and amortization............................................................. 7,663 7,462 8,298 63,567
Gains on sale of property and equipment ........................................... (380) (518) (41) (3,152)
Provision for doubtful receivables........................................................ 7,171 5,557 4,939 59,486
Write-off of loans and receivables ....................................................... 4,550 2,210 1,174 37,744
(Gains) losses on sale of securities ..................................................... 27,331 (8,140) (7,905) 226,719
Deferred income taxes......................................................................... (14,512) 327 733 (120,381)
Equity in (earnings) losses of unconsolidated subsidiaries 
and affiliates, net................................................................................ 1,380 (26) (81) 11,447

Losses on disposal of fund trust investments...................................... — 3,130 2,594 —
Write-down of securities....................................................................... 2,598 — — 21,551
Others, net ........................................................................................... 4,804 3,008 1,404 39,851
Changes in operating assets and liabilities:

Trade receivables ............................................................................ (22,352) 52,478 (36,400) (185,417)
Inventories........................................................................................ 34,520 (13,238) 6,703 286,354
Other operating assets .................................................................... 17,241 (10,366) 32,778 143,019
Trade payables ................................................................................ (23,916) (13,122) (1,339) (198,391)
Other operating liabilities ................................................................. (9,559) (446) (9,639) (79,295)

Net cash provided by operating activities ................................... 14,765 33,390 8,137 122,480

Cash Flows from Investing Activities:
Change in time deposits, net ................................................................... (51,130) 81,274 45,215 (424,139)
Change in short-term loans, net............................................................... 14,762 3,670 (9,769) 122,455
Payments for purchase of securities........................................................ (124,032) (212,063) (177,319) (1,028,884)
Proceeds from sale of securities.............................................................. 246,736 164,636 219,121 2,046,752
Increase of long-term loans and others ................................................... (61,988) (44,625) (82,990) (514,210)
Collection of long-term loans and others ................................................. 30,217 61,112 80,836 250,660
Change in property, equipment and 
other non-current receivables, net......................................................... 5,797 (37,575) (28,143) 48,088

Net cash provided by investing activities .................................... 60,362 16,429 46,951 500,722

Cash Flows from Financing Activities:
Change in short-term debt and commercial paper, net .......................... (42,675) (22,663) (37,966) (354,003)
Proceeds from issuance of bonds ........................................................... 24,515 40,057 56,171 203,360
Redemption of bonds .............................................................................. (59,315) (39,125) (28,218) (492,037)
Proceeds from long-term debt................................................................. 213,369 147,426 103,668 1,769,962
Repayment of long-term debt .................................................................. (189,746) (159,517) (147,721) (1,574,002)
Dividends paid......................................................................................... (2,524) (2,536) (2,541) (20,937)
Purchase of common stock ..................................................................... (617) (832) — (5,118)

Net cash used in financing activities ........................................... (56,993) (37,190) (56,607) (472,775)

Effect of Exchange Rate Changes on Cash............................................. (842) 473 (600) (6,984)

Net Increase (Decrease) in Cash .............................................................. 17,292 13,102 (2,119) 143,443
Cash at the Beginning of the Year............................................................ 89,276 76,174 78,293 740,572

Cash at the End of the Year ...................................................................... ¥106,568 ¥089,276 ¥076,174 $0,884,015

Cash Paid during the Year for:
Interest ..................................................................................................... ¥043,719 ¥041,312 ¥035,207 $0,362,662
Income taxes............................................................................................ 5,836 7,272 9,584 48,411

See accompanying notes to consolidated financial statements.

C o n s o l i d a t e d  S t a t e m e n t s  o f  C a s h  F l o w s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s F o r  t h e  y e a r s  e n d e d  M a r c h  3 1 ,  1 9 9 9 ,  1 9 9 8  a n d  1 9 9 7
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1. Basis of Presenting Financial Statements

2. Summary of Significant Accounting Policies
W Principles of consolidation
The consolidated financial statements include the accounts of Nichimen
Corporation (“the Company”) and its significant majority-owned domes-
tic and foreign subsidiaries. All significant intercompany transactions
and accounts have been eliminated.

Investments in principal unconsolidated subsidiaries and affiliates
are accounted for by use of the equity method.

The excess of the cost of the Company’s investment in the consolidat-
ed subsidiaries and in the above unconsolidated subsidiaries and affili-
ates over its equity in the net assets of these companies at the dates of
acquisition is being amortized over a period of five years using the
straight-line method. The excess of such costs over the equity in foreign
subsidiaries is being amortized for approximately over 10 years accord-
ing to local accounting practices.
W Translation of receivables and payables in foreign currencies
Both current and non-current receivables and payables in foreign curren-
cies are translated at historical rates.

Accounts of overseas branches of the Company are translated at
current rates prevailing at the balance sheet date.
W Translation of financial statements in foreign operations
In accordance with the statements issued by the Business Accounting
Council of Japan in 1995, translations are made at the year-end rate
for balance sheet items, except for shareholders’ equity, which is trans-
lated at historical rates, and at the annual average rate for revenues and
expenses. Resulting translation adjustments are reflected in the consoli-
dated financial statements as foreign currency translation adjustments. 
W Allowance for doubtful receivables
The allowance for doubtful receivables is provided in an amount at least
sufficient to cover possible losses from collections, at the higher of man-
agement’s estimate or the maximum amount permitted by Japanese
tax laws.
W Inventories
Inventories are stated at cost on a specific-identification basis, except for
items whose net realizable values are substantially less than their original
costs.
W Capitalization of interest costs
Interest costs on certain real estate for sale under construction are capi-
talized until sales realization to achieve a better measure of acquisition
costs of real estate for sale and to result in a better matching of revenue
and costs. 

The outstanding amounts capitalized as of March 31, 1999 and
1998 are ¥236 million (U.S.$1,958 thousand) and ¥258 million
(U.S.$2,140 thousand), respectively.

W Marketable securities and investment securities
Marketable securities and investment securities other than those
accounted for by the equity method are stated at cost by the moving
average method, except that certain write-downs are recorded when
investees have incurred substantial losses and are not expected to
recover such losses in the future.

Marketable securities and investment securities of some subsidiaries
are stated at the lower of cost or market.
W Deferred charges
All costs incurred in connection with the issuance of debentures
and shares are deferred and amortized over three years using the
straight-line method. Debt discounts on bonds are deferred and
amortized over the period through the redemption using the straight-
line method.
W Property and equipment
Property and equipment are depreciated by the declining balance
method, except for the Tokyo Head Office Building, the Osaka Head
Office Building and other buildings acquired after April 1, 1998, which
are depreciated by the straight-line method in accordance with amend-
ment of tax laws in 1998.
W Finance lease transactions without transfer of ownership
Finance lease transactions, other than those where ownership of
the lease property is regarded as being transferred to the lessee,
are accounted for in the same way as operating lease transactions.
W Liabilities for severance payments and pension costs
The Company has an unfunded severance payments plan and a funded
non-contributory pension plan covering all eligible employees.

Liabilities for the unfunded severance payments plan are provided to
the maximum amount permitted by Japanese tax laws, based on the sum
that would be required if all employees voluntarily retired at the balance
sheet date.

Pension costs, including unfunded prior service costs, which are
amortized over 14 years, are charged to income.

Some of the consolidated subsidiaries have the same severance 
payments plan and/or pension plan.

The accompanying consolidated financial statements have been prepared
from the accounts maintained by Nichimen Corporation and its consoli-
dated subsidiaries in accordance with the provisions set forth in the
Securities and Exchange Law of Japan and in conformity with accounting
principles and practices generally accepted in Japan, which may differ in
some material respects from accounting principles and practices gener-
ally accepted in countries and jurisdictions other than Japan. In addition,
the notes to the consolidated statements of shareholders’ equity and
statements of cash flow, which is not required under accounting princi-
ples generally accepted in Japan, is presented herein as additional infor-
mation to readers outside Japan. 

Certain reclassifications and modifications have been made to present
the accompanying financial statements in a format which is familiar to
readers outside Japan. 

For the convenience of readers outside Japan, the accompanying
financial statements are also presented in United States dollars by
translating Japanese yen amounts at the exchange rate of ¥120.55 to
U.S.$1 prevailing at the end of March 1999. 

The translation should not be construed as a representation that the
Japanese yen amounts could be converted into United States dollars at
the above or any other rate.

N o t e s  t o  C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s
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3. Marketable Equity Securities

Thousands of
Millions of Yen U.S. Dollars

1999 1998 1999

Book value ......................................................................................................................................................... ¥102,574 ¥126,942 $850,883
Market value....................................................................................................................................................... 98,224 92,485 814,799
Net unrealized losses......................................................................................................................................... 4,350 34,457 36,084

4. Pledged Assets
As of March 31, 1999 and 1998, the following assets were pledged as collateral for long-term debt, commitments and guarantees:

Thousands of
Millions of Yen U.S. Dollars

1999 1998 1999

Notes and accounts receivable ......................................................................................................................... ¥18,630 ¥25,445 $154,542
Securities, principally quoted ............................................................................................................................ 48,910 16,062 405,724
Property and equipment, net of accumulated depreciation .............................................................................. 17,259 1,825 143,169

Total ............................................................................................................................................................... ¥84,799 ¥43,332 $703,435

As of March 31, 1999 and 1998, the book value and market value of
and net unrealized losses on marketable equity securities included in

marketable securities were as follows:

W Net sales (total trading transactions) and gross trading profit
As general trading companies, the Company and certain of its
consolidated subsidiaries act either as principal or agent in trading trans-
actions. Net sales represent the sales volume of all those transactions in
which the companies participate, whether as principal or agent. Gross
trading profit consists of gross margin (sales less cost of sales) on
transactions in which the companies act as principal and commissions
on transactions in which the companies serve as agent.
W Income taxes
Accounting change—In accordance with the revision of the regulation
on financial statements under the Securities and Exchange Law of Japan,
deferred income taxes pertaining to temporary differences between finan-
cial and tax reporting purposes are fully recognized. In prior years, they
were recognized partially relating to temporary differences resulting from
the elimination of unrealized inter-company profit on the consolidated
financial statements and recognized by some consolidated overseas sub-
sidiaries in accordance with local accounting principles. To meet this

change, the amounts of the deferred tax assets and liabilities which
were included in Other current assets, Other investments and receiv-
ables, Other of Other assets and Other long-term liabilities in the prior
year are classified as separate items in the balance sheet. 

The effect of this change on net loss for the year ended March
31,1999 was to decrease net loss by ¥15,411 million. 

Business taxes which were treated as Selling, General and Admin-
istrative Expenses in the prior years are included in Income Taxes and
prior year amounts are restated accordingly. 
W Net income (loss) per share
The computation of net income (loss) per share is based on the weighted
average number of shares of common stock outstanding in each period.
W Reclassification
In accordance with the revision of the regulation on financial statements
under the Securities and Exchange Law of Japan, prior year financial
statements have been restated for comparative purposes. For details,
see this Note and Note 8.
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5. Short-Term and Long-Term Debt

Thousands of
Millions of Yen U.S. Dollars

1999 1998 1999

4.75 per cent. Euro-notes due 1998................................................................................................................. ¥0,000— ¥010,000 $000000—
3.00 per cent. unsecured notes due 2000 ....................................................................................................... 10,000 10,000 82,953
3.10 per cent. unsecured notes due 2001 ....................................................................................................... 10,000 10,000 82,953
2.525 per cent. unsecured notes due 2002 ..................................................................................................... 10,000 10,000 82,953
2.40 per cent. unsecured notes due 2003 ....................................................................................................... 10,000 10,000 82,953
2.15 per cent. unsecured notes due 2003 ....................................................................................................... 10,000 10,000 82,953
3.05 per cent. unsecured notes due 2003 ....................................................................................................... 10,000 10,000 82,953
2.50 per cent. unsecured notes due 2002 ....................................................................................................... 10,000 — 82,953
2.00 per cent. Euro-notes due 2001................................................................................................................. 4,000 — 33,181
3.00 per cent. unsecured notes due 2002 ....................................................................................................... 5,000 — 41,477
Notes issued under consolidated subsidiaries’ medium-term note programs, maturing serially 
through 2007, principally 0.73 per cent. to 4.60 per cent. ............................................................................ 40,337 88,792 334,608

Long-term debt from commercial and trust banks, long-term credit banks and insurance companies, 
maturing serially through 2010 bearing interest, principally 0.35 per cent. to 34.475 per cent. .................. 474,130 496,366 3,933,057

Long-term debt from governmental financial institutions, principally from 
The Export-Import Bank of Japan, maturing serially through 2032 bearing interest, 
0.75 per cent. to 6.80 per cent. ...................................................................................................................... 52,557 26,329 435,977

Other long-term debt, maturing serially through 2004 bearing interest, 0.569 per cent. to 6.04 per cent. .... 6,000 5,000 49,772

.......................................................................................................................................................................... 652,024 686,487 5,408,743
Less current portion.......................................................................................................................................... (72,784) (143,451) (603,766)

Total .............................................................................................................................................................. ¥579,240 ¥543,036 $4,804,977

The aggregate annual maturities of long-term debt as of March 31, 1999 were as follows:

Millions Thousands of
Year ending March 31, of Yen U.S. Dollars

2000 ..................................................................................................................................................................................... ¥072,784 $0,603,766
2001 ..................................................................................................................................................................................... 159,603 1,323,957
2002 ..................................................................................................................................................................................... 92,864 770,336
2003 and thereafter .............................................................................................................................................................. 326,773 2,710,684

Total.................................................................................................................................................................................. ¥652,024 $5,408,743

As is customary in Japan, short-term and long-term bank borrowings
are made under general agreements which provide that additional securi-
ties and guarantees for present and future indebtedness will be given
upon the request of the bank, and that any collateral so provided will
be applicable to all indebtedness due to such bank. In addition, the

agreements provide that the bank has the right to offset cash deposited
against short-term and long-term borrowings that become due and, in
case of default and certain other specified events, against all other debt
payable to the bank. No such request has been made to date.

W Short-term debt
Short-term debt, principally to banks, as of March 31, 1999 and 1998
was generally represented by short-term notes, maturing within 90 days,
bearing interest principally at 1.375 per cent. and 1.5 per cent. per
annum, respectively. The Company and its consolidated subsidiaries

have had no difficulty in renewing such notes when necessary.
W Summary of long-term debt
Long-term debt as of March 31, 1999 and 1998 consisted of the
following:
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6. Liabilities for Severance Payments and Pension Costs

7. Deferred Income Taxes
As of March 31, 1999, the principal accrual causes of deferred tax assets and deferred tax liabilities were as follows:

Millions Thousands of
of Yen U.S. Dollars

Deferred tax assets:
Allowance for doubtful receivables ...................................................................................................................................... ¥04,299 $035,662
Liabilities for severance payments ....................................................................................................................................... 1,506 12,493
Net operating loss carryforwards ......................................................................................................................................... 10,523 87,292
Unrealized profit ................................................................................................................................................................... 1,190 9,871
Others ................................................................................................................................................................................... 1,208 10,020

Total .................................................................................................................................................................................. ¥18,726 $155,338

Deferred tax liabilities:
Depreciation ......................................................................................................................................................................... ¥00,868 $007,200
Deferred gain on sales of property for tax purposes ........................................................................................................... 368 3,053
Undistributed earnings of subsidiaries................................................................................................................................. 2,139 17,744
Others ................................................................................................................................................................................... 508 4,214

Total .................................................................................................................................................................................. ¥03,883 $032,211

Net deferred tax assets .................................................................................................................................................... ¥14,843 $123,127

8. Shareholders’ Equity
Under the Japanese Commercial Code (the Code), at least 50 per cent. of
the issue price of new shares, with a minimum of the par value thereof,
is required to be credited to the common stock account and the remain-
der is to be credited to the capital surplus account.

The Code provides that an amount equal to at least 10 per cent. of all
cash payments which are made as an appropriation of retained earnings
be appropriated to a legal reserve until such reserve equals 25 per cent.
of the issued capital.

The Code also provides that both the capital surplus and the
legal reserve are not available for cash dividends, but may be used
to reduce a capital deficit by resolution of the General Meeting of
Shareholders or may be capitalized by resolution of the Board of
Directors.

In accordance with the revision of the regulation on financial state-
ments under the Securities and Exchange Law of Japan, the legal reserve
which was a separate component of Shareholders’ Equity in prior years

is included in the retained earnings and the prior year amounts are
restated accordingly. 

Annual dividends or interim dividends may be approved by the General
Meeting of Shareholders after the end of each fiscal year or declared by
the Board of Directors after the end of each first six-month period,
respectively. In accordance with the Code, these dividends, bonuses to
directors, and the related appropriation of retained earnings are not
reflected in the financial statements at the end of each fiscal year, but are
recorded at the time they are approved. However, dividends per share
shown in the accompanying statements of operations are included in the
year to which they are applicable. 

During this fiscal year, in accordance with the article of the Company
and by decision of the board, 2,621 thousand Company shares amount-
ing to ¥319 million (US$2,646 thousand) were retired by charging to
capital surplus after acquiring on the stock market. The authorized
shares were also decreased by the same number.

Liabilities for the unfunded severance payments plan of the Company
and certain of its consolidated subsidiaries amounted to ¥4,516 million
(U.S.$37,462 thousand) and ¥5,233 million (U.S.$43,409 thousand) as
of March 31, 1999 and 1998 which corresponded to 40 per cent. of 

the amount that would be required if all employees voluntarily terminated
their employment at the balance sheet dates.

As of March 31, 1999, the assets of the pension fund amounted
to ¥19,075 million (U.S.$158,233 thousand).

Costs of certain subsidiaries having the same plans are insignificant.
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9. Stock Option Plan

Option Price
Number of Shares per Share

(thousands) (Yen)

March 31, 1998 ................................................................................................................................................................... ¥2,080 ¥400
Option granted .................................................................................................................................................................... 1,960 191

Exercised ........................................................................................................................................................................ — —
Cancelled ........................................................................................................................................................................ 620 303

March 31, 1999 ................................................................................................................................................................... 3,420 298

10. Other Income (Expenses)
Details of Others, net, were as follows:

Thousands of
Millions of Yen U.S. Dollars

Years ended March 31, 1999 1998 1997 1999

Gains (losses) on sale of securities................................................................................................... ¥(27,331) ¥8,140) ¥(7,905 $(226,719)
Gains on sale of property and equipment......................................................................................... 380 320 41 3,152
Losses on disposal of investments in and advances to subsidiaries, affiliates and others.............. (10,035) (3,317) (3,220) (83,243)
Losses on disposal of overseas receivables and provision 
for certain overseas doubtful receivables ....................................................................................... — — (360) —

Losses on disposal of fund trust investments ................................................................................... — (3,130) (2,594) —
Special severance benefit................................................................................................................. (4,857) — — (40,290)
Others, net......................................................................................................................................... (3,138) (1,233) (2,854) (26,031)

Total............................................................................................................................................... ¥(44,981) ¥0,780 ¥(1,082) $(373,131)

11. Contingent Liabilities

Thousands of
Millions of Yen U.S. Dollars

Years ended March 31, 1999 1998 1999

For repurchase of notes discounted or endorsed ............................................................................................. ¥33,061 ¥27,625 $274,251

For guarantee of indebtedness relating to:
Unconsolidated subsidiaries and affiliates .................................................................................................... ¥05,889 ¥10,234 $048,851
Others ............................................................................................................................................................ 56,658 52,211 469,996

Total ........................................................................................................................................................... ¥62,547 ¥62,445 $518,847

In accordance with customary trade practices, the Company and certain
of its consolidated subsidiaries guarantee, severally or jointly with oth-
ers, the indebtedness of certain of their customers, suppliers and un-
consolidated subsidiaries and affiliates, as well as the performance of

contracts by such companies. The Company and its consolidated sub-
sidiaries are also contingently liable for trade notes receivable discounted
with banks or endorsed to suppliers.

The details of the above-mentioned items were as follows:

On June 26, 1998, the General Meeting of Shareholders approved to
apply the plan to some qualified key employees, up to 1,740 thousand
shares, and 220 thousand shares additionally for directors. In accor-
dance with the resolution of the General Meeting of the Shareholders,
330 thousand out of 2,080 thousand shares, the transfer claim of which
would be cancelled at closing of the General Meeting of Shareholders,
were converted for acquiring 1,960 thousand shares. 

Due to disqualification of employees and losing post of employee or
director, 620 thousand shares in all were cancelled. Therefore, the num-
ber of effective shares is 3,420 thousand as below.

On June 25, 1999, the General Meeting of Shareholders approved to
apply the plan to some qualified key employees up to 300 thousand
shares, and 580 thousand shares for executive officers as well as 370
thousand shares for directors. 
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12. Lease Transactions
W Finance leases
Finance lease transactions without transfer of ownership for the year ended March 31, 1999 were as follows:

(1) As lessee

Millions Thousands of
of Yen U.S. Dollars

Acquisition cost of equipment, fixtures and others .................................................................................................................... ¥3,985 $33,057
Accumulated depreciation ......................................................................................................................................................... 1,886 15,645
Book value as of March 31, 1999 ............................................................................................................................................... 2,099 17,412
Future lease payments:

Within one year ....................................................................................................................................................................... 1,011 8,386
More than one year................................................................................................................................................................. 1,895 15,720

Total .................................................................................................................................................................................... ¥2,906 $24,106

Annual lease payments .............................................................................................................................................................. ¥0,748 $06,205
Depreciation expenses............................................................................................................................................................... 748 6,205

*Acquisition cost is fully depreciated by the straight-line method based on the lease period. 

(2) As lessor

Millions Thousands of
of Yen U.S. Dollars

Acquisition cost of leased assets ............................................................................................................................................... ¥3,003 $24,911
Accumulated depreciation ......................................................................................................................................................... 1,028 8,528
Book value as of March 31, 1999 ............................................................................................................................................... 1,975 16,383
Future lease payments receivable:

Within one year ....................................................................................................................................................................... 656 5,442
More than one year................................................................................................................................................................. 2,191 18,175

Total .................................................................................................................................................................................... ¥2,847 $23,617

Annual lease payments received ............................................................................................................................................... ¥0,393 $03,260
Depreciation expenses on the leased assets ............................................................................................................................ 367 3,044

W Noncancelable operating leases
Finance lease payments for noncancelable operating lease transactions as of March 31, 1999 were as follows:

As lessee

Millions Thousands of
of Yen U.S. Dollars

Future lease payments
Within one year ......................................................................................................................................................................... ¥07 $058
More than one year................................................................................................................................................................... 14 116

Total ...................................................................................................................................................................................... ¥21 $174

13. Unrealized Appreciation (Depreciation) on Marketable Securities
Subsidiaries in the United States adopt Statement of Financial
Accounting Standards (“SFAS”) No. 115, “Accounting for Certain
Investments in Debt and Equity Securities,” which requires that debt and
equity securities be classified within trading, available-for-sale or held-
to-maturity portfolios. The subsidiaries have classified all of their mar-
ketable debt and equity securities as available-for-sale. Unrealized gains

and losses derived from the available-for-sale portfolio, which is carried
at fair value, are not stated as a separate component of shareholders’
equity, but included in retained earnings in this statement. Their total bal-
ance is ¥70 million (U.S.$581 thousand) on the debit side as of March
31, 1999.
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14. Segment Information

Millions of Yen

North & South Europe, Africa
Year ended March 31, 1999 Japan America & Middle East Asia Oceania Total Elimination Consolidated

Net sales:
Outside customers.................................... ¥2,913,962 ¥154,870 ¥081,333 ¥091,677 ¥14,578 ¥3,256,420 ¥ (000,0— ¥3,256,420
Inter-area................................................... 297,989 70,665 28,007 105,057 3,487 505,205 (505,205) —

Total ...................................................... ¥3,211,951 ¥225,535 ¥109,340 ¥196,734 ¥18,065 ¥3,761,625 ¥(505,205) ¥3,256,420

Cost of sales and selling, general 
and administrative expenses...................... ¥3,195,670 ¥223,786 ¥106,276 ¥197,239 ¥18,142 ¥3,741,113 ¥(506,157) ¥3,234,956

Operating income (loss) ............................... 16,281 1,749 3,064 (505) (77) 20,512 952 21,464
Total assets ................................................... ¥1,748,933 ¥171,571 ¥218,918 ¥149,957 ¥00,746 ¥2,290,125 ¥(402,635) ¥1,887,490

Thousands of U.S. Dollars

North & South Europe, Africa
Year ended March 31, 1999 Japan America & Middle East Asia Oceania Total Elimination Consolidated

Net sales:
Outside customers .................... $24,172,227 $1,284,696 $0,674,683 $0,760,489 $120,929 $27,013,024 $ (0,000,0— $27,013,024
Inter-area ................................... 2,471,912 586,188 232,327 871,481 28,926 4,190,834 (4,190,834) —

Total ....................................... $26,644,139 $1,870,884 $0,907,010 $1,631,970 $149,855 $31,203,858 $(4,190,834) $27,013,024

Cost of sales and 
selling, general and 
administrative expenses.............. $26,509,083 $1,856,375 $0,881,593 $1,636,159 $150,494 $31,033,704 $(4,198,731) $26,834,973

Operating income (loss) ................ 135,056 14,509 25,417 (4,189) (639) 170,154 7,897 178,051
Total assets.................................... $14,507,947 $1,423,235 $1,815,994 $1,243,940 $006,188 $18,997,304 $(3,339,983) $15,657,321

Millions of Yen

North & South Europe, Africa
Year ended March 31, 1998 Japan America & Middle East Asia Oceania Total Elimination Consolidated

Net sales:
Outside customers.................................... ¥3,508,553 ¥175,091 ¥059,843 ¥080,436 ¥25,888 ¥3,849,811 ¥(0,000— ¥3,849,811
Inter-area................................................... 356,723 85,320 34,005 100,713 6,173 582,934 (582,934) —

Total ...................................................... ¥3,865,276 ¥260,411 ¥093,848 ¥181,149 ¥32,061 ¥4,432,745 ¥(582,934) ¥3,849,811

Cost of sales and selling, general 
and administrative expenses...................... ¥3,852,191 ¥258,989 ¥092,641 ¥181,257 ¥32,181 ¥4,417,259 ¥(582,990) ¥3,834,269

Operating income (loss) ............................... 13,085 1,422 1,207 (108) (120) 15,486 56 15,542
Total assets ................................................... ¥1,813,396 ¥207,096 ¥225,486 ¥170,788 ¥01,534 ¥2,418,300 ¥(369,811) ¥2,048,489

The Company and its consolidated subsidiaries are engaged in 
a single line of business usually classified as general trading, which
includes worldwide transactions in various commodities, financing for
customers and planning, and organizing and coordinating all kinds
of industrial projects on an international basis in conjunction with gener-
al trading.

Net sales of the Company and its consolidated subsidiaries for the
years ended March 31, 1999, 1998 and 1997, operating income for the
years ended March 31, 1999, 1998 and 1997, and total assets for the
years ended March 31, 1999 and 1998 by geographic area were as
follows:

Qx/Nichimen AR 99.8/4  99.8.4 9:26 PM  y [ W  45



Nichimen Corporation Annual Report 199946

Millions of Yen

Year ended March 31, 1997 Japan Others Total Elimination Consolidated

Net sales:
Outside customers .............................................................................................. ¥3,611,399 ¥279,642 ¥3,891,041 ¥(0,000— ¥3,891,041
Inter-area............................................................................................................. 378,005 241,291 619,296 (619,296) —

Total................................................................................................................. ¥3,989,404 ¥520,933 ¥4,510,337 ¥(619,296) ¥3,891,041

Cost of sales and selling, general and administrative expenses............................ ¥3,977,695 ¥519,391 ¥4,497,086 ¥(620,137) ¥3,876,949

Operating income ................................................................................................... 11,709 1,542 13,251 841 14,092
Total assets ............................................................................................................. ¥1,892,305 ¥508,852 ¥2,401,157 ¥(345,935) ¥2,055,222

W Overseas trading transactions
Overseas trading transactions for the years ended March 31 were as follows:

Thousands of
Millions of Yen U.S. Dollars

1999 1998 1997 1999

Overseas trading transactions ......................................................................................... ¥1,831,818 ¥2,285,972 ¥2,224,409 $15,195,504
Shares of consolidated net sales ..................................................................................... 56.3% 59.4% 57.2%

Note: Overseas net sales consisted of the following, less intercompany transactions:
(1) Export sales and offshore trade by the Company and its domestic consolidated subsidiaries
(2) Sales by foreign consolidated subsidiaries except export sales to Japan

15. Subsequent Events
1) On May 18, 1999, the Company issued ¥3,000 million (U.S.$24,886
thousand) Euro-notes with Put-Option due on February 18, 2003. 

Coupon rate: 1.30 per cent. (fixed rate) for 1st 9 months 
(1999/5 to 2000/2)
LIBOR+1.50 per cent. for the following 12 months 
(to 2001/2)
LIBOR+ 2.00 per cent. for the 2nd following 12 months 
(to 2002/2)
LIBOR+2.50 per cent. for 3rd following 12 months 
(to 2003/2)

On May 26, 1999, the Company issued ¥10,000 million (U.S.$82,953
thousand) 2.42 per cent. unsecured notes due on May 24, 2002. 

On June 17, 1999, the Company issued ¥15,000 million (U.S.$124,430
thousand) 2.40 per cent. unsecured notes due on June 17, 2003. 

On June 25, 1999, the General Meeting of Shareholders approved the
payment of a cash dividend to shareholders of record as of March 31,
1999 of ¥2.00 per share, or a total of ¥834 million (U.S.$6,918 thousand). 
2) On April 28, 1999, it was found that the Company was involved in
complicated financing transactions. Details of the transactions are now
under investigation such as identifying the actual debtor, defining the
credit amount and its effect on the Company’s financial position or
results of operations. 

The outstanding receivables as of June 25,1999 are approximately
¥10,000 million.
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To the Board of Directors and Shareholders of 

Nichimen Corporation:

We have audited the accompanying consolidated balance sheets of Nichimen Corporation and its consolidated subsidiaries as of March 31, 1999

and 1998, and the related consolidated statements of operations, shareholders’ equity and cash flows for each of the three years in the period

ended March 31, 1999. 

Our audits were made in accordance with generally accepted auditing standards, procedures and practices in Japan and all relevant

auditing procedures as are normally required were carried out.

Based on our audit, we express the opinion that the above-mentioned consolidated financial statements present fairly the financial position of

Nichimen Corporation and its consolidated subsidiaries as of March 31, 1999 and 1998, and the results of their operations and their cash flows

for each of the three years in the period ended March 31, 1999, in conformity with generally accepted accounting principles in Japan applied

on a consistent basis.

Kobe, Japan

June 25, 1999

(Certified Public Accountants)

See note 1 to the consolidated financial statement which explains the basis of preparing

the consolidated financial statements of Nichimen Corporation and its subsidiaries under

Japanese accounting principles and practices. 

R e p o r t  o f  I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s
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F i v e - Ye a r  S u m m a r y  ( C o n s o l i d a t e d  B a s i s )
Y e a r s  e n d e d  M a r c h  3 1

Millions of Yen (except per share data)

1999 1998 1997 1996 1995

For the year:
Net sales (Total trading transactions) ............................. ¥3,256,420 ¥3,849,811 ¥3,891,041 ¥4,907,259 ¥5,582,886
Gross trading profit ......................................................... 128,483 123,255 119,310 109,759 112,799
Operating income ........................................................... 21,464 16,873 15,529 11,721 20,423
Net income (loss) ............................................................ (21,774) 5,074 4,919 4,276 3,947

Ratios:
ROA................................................................................. — 0.25% 0.24% 0.20% 0.18%
ROE................................................................................. — 3.32% 3.25% 2.87% 2.68%
Assets turnover ............................................................... 1.73 1.88 1.89 2.32 2.61
Equity ratio ...................................................................... 6.76% 7.45% 7.36% 7.05% 6.88%

At year-end:
Total assets ..................................................................... ¥1,887,490 ¥2,048,489 ¥2,055,222 ¥2,114,956 ¥2,139,589
Net trade receivables...................................................... 587,838 620,554 648,838 617,215 598,251
Trade payables ............................................................... 274,719 303,614 317,022 318,363 305,215
Interest-bearing debt ...................................................... 1,416,141 1,520,019 1,514,818 1,566,152 1,604,790
Total shareholders’ equity ............................................... 127,594 152,608 151,217 149,130 147,219
Working capital ............................................................... 174,355 199,161 268,432 329,676 245,884

Per share data:
Net income (loss) ............................................................ ¥(51.86) ¥12.02 ¥11.61 ¥10.09 ¥9.32
Cash dividends ............................................................... 5.00 6.00 6.00 6.00 6.00
Shareholders’ equity ....................................................... 306 362 357 352 348
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Seated from left: Akira Watari, President, Shunro Itoh, Vice-Chairman
Standing from left: Akira Hashimoto, Toru Hambayashi, Executive Vice-Presidents 

D i r e c t o r s ,  A u d i t o r s  &  O f f i c e r s ( A s  o f  J u n e  2 5 ,  1 9 9 9 )

Haruhiko Hashimoto,
Senior Managing Director

Atsumi Shirai,
Senior Managing Director

Nobuhiro Kumagai,
Managing Director

Minoru Yoshimizu,
Managing Director

Takeshi Kimura,
Managing Director

Board of Directors
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COUNTRY COMPANY LINES OF BUSINESS
Metals & Australia Daihatsu Australia Pty., Ltd. Automobiles; sales
Machinery Australia NM Coal Development Pty., Ltd. Investment

Brazil Fuji do Brasil Maquinas Industriais Ltda. Machinery sales
Brazil Tanashin do Brasil Ltda. Cassette decks
China Casio-Langchao Communication & Electronics Co., Ltd. Electronic parts
China Dalian Toshiba Television Co., Ltd. TVs; manufacturing and marketing
China Dongguan Nitech Metal Processing Co., Ltd. Steel coil; processing and sales
China Hippo Heavy Equipment Ltd. Construction machinery; sales
China Shanghai EPE Packaging Co., Ltd. Packaging materials; manufacturing and sales
China Shanghai Hayes Vacuum Technology Corp. Heat treatment facility; manufacturing
China Shanghai Nikka Metal Products Co., Ltd. Steel materials for molds and dies; processing and sales
China Shaoxing Asahi Bearing Co., Ltd. Bearings; manufacturing and sales
Hong Kong, S.A.R. Daihatsu Motor (HK) Ltd. Automobiles; sales
England ECOWIND LTD. Wind power development; feasibility study
England M&N Windpower Ltd. Wind power business
Germany Fuji Machine Mfg. (Europe) G.m.b.H. Machinery; sales
Indonesia P.T. Astra Auto Finance Automobile loans
Indonesia P.T. Astra Daihatsu Motor Automobiles; manufacturing and sales
Indonesia P.T. Kalimantan Steel Co., Ltd. Galvanized iron sheets; manufacturing
Indonesia P.T. Mitra Dayacipta Metalind Steel processing
Indonesia P.T. Musashi Indonesia Steel structures; processing and prefabrication
Indonesia P.T. Tanashin Indonesia Cassette decks; manufacturing and sales
Italy DPS Daihatsu Parts Service S.r.l. Automobile components; sales
Malaysia Iriichi (Malaysia) Sdn. Bhd. Switching power supplies/transformers; manufacturing and sales
Mexico NM Power Mexico S.A. de C.V. Investment; power generation
Netherlands
Antilles GATX/CL Air Leasing Cooperative Association Aircraft; operating and leasing

New Zealand Cawthray Motors Ltd. Automobiles; sales
New Zealand Daihatsu New Zealand Ltd. Automobiles; import and sales
Philippines Alex P. KC. Corporation Aluminum products
Philippines Columbian Autocar Corp. Automobile assembly
Philippines Columbian Motors Corp. Automobile assembly
Philippines Mikado Philippines Corp. Propellers; manufacturing
Philippines Nissan Diesel Philippines Corp. Automobile assembly
Philippines Sun Valley Manufacturing & Development Corp. Automobile parts; manufacturing and sales
Poland Nichimen Electronics (Poland) Co., Ltd. Electronic products; sales
Taiwan Wang-Ta Iron Works Co., Ltd. Iron casting; manufacturing and sales
Thailand Central Metals (Thailand) Ltd. Steel processing
Thailand Siam Hitachi Construction Machinery Co., Ltd. Construction machinery; sales
Thailand Siaminox Steel Sales Co., Ltd. Steel sheets; sales
Thailand Yanmar S.P. Company Limited Diesel engines; manufacturing
Turkey KIA-IHLAS Motor Sanayi ve Ticaret Anonim Sirketi Automobiles; assembly and sales
United States Fastener Equipment Corporation Cold headers; sales
United States Golden State Porcelain Inc. Porcelain
United States Nichimen Graphics Inc. Computer graphics; developing and sales
United States NiTek Metal Service Inc. Steel processing
Vietnam Vietnam Motors Corp. Automobile assembly and marketing

Energy, Chemicals Belgium ANESA Societe Anonyme Umbrella company for agrochemicals; marketing and investment
& Plastics Belgium PLANESA S.A. Umbrella company for plastics operations in Europe; marketing 

and investment
Brazil Yushiro do Brasil Industria Quimica Ltda. Lubricating oil products
Canada American Biaxis Inc. Nylon film; manufacturing and sales
China Beijing Golden Nestle Tongli Building Material Co., Ltd. Building materials; sales
China Changzhou Liberty Toli Building Material Co., Ltd. Building materials; sales
China Hebei Huari Pharmaceuticals Co., Ltd. Pharmaceuticals
China NCPC Hebei Beta Co., Ltd. Penicillin; manufacturing
China Nichimen Plastics (China) Ltd. Plastic compounds and machinery; sales
China Richao Engineering Plastics (Beijing) Co., Ltd. Compounds; manufacturing and sales
China Shanghai Nanbu Plastic Co., Ltd. Plastic products and components
China Shuntong Industry Limited Corporation Raw chemical products; manufacturing
China Super Engineering Plastics (Shenzhen) Ltd. Plastic products; molding
China Wuhan Tongji Meiji Pharmaceuticals Co., Ltd. Pharmaceuticals
Egypt NM Agro Egypt Ltd. Agrochemicals; marketing
England NS&N (UK) Ltd. Stockholding
England Thermofil Polymers (UK) Ltd. Plastic compounds; manufacturing and sales
Finland Biaxis Oy Ltd. Nylon film; manufacturing
France Calliope S.A. Agrochemicals; manufacturing and sales
France NEPCO S.A. Plastic cases; manufacturing
France Thermofil Polymers (France) S.A. Plastic compounds; manufacturing and sales
Hungary NM-AGRO Magyarorszag KFT Agrochemicals; wholesaling
India India Gelatine & Chemicals, Ltd. Gelatine
India Indo-Nippon Chemical Co., Ltd. Plasticizers
India Indu-Nissan Oxo Chemical Industries Ltd. Industrial alcohol

M a j o r  O v e r s e a s  S u b s i d i a r i e s  a n d  A f f i l i a t e s ( A s  o f  J u l y  1 ,  1 9 9 9 )

Except for Nichimen’s Trading Subsidiaries, Branches, and Representative Offices
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COUNTRY COMPANY LINES OF BUSINESS
Energy, Chemicals Indonesia P.T. Suryaraya Rubberindo Industries Tires
& Plastics Korea Coseal Co., Ltd. Agrochemicals

Korea Seo Han Chemical Co., Ltd. Agrochemicals
Malaysia Malayan Electro Chemical Industry Sdn. Bhd. PVC resins
Malaysia Oriental Sanko Industries Sdn. Bhd. Plastic products; sales
Malaysia Scientex Industries Sdn. Bhd. PVC leather sheets, films
Poland NM Agro Poland sp. zo. o. Agrochemicals; sales
Singapore ESLON Singapore (Pvt.) Ltd. PVC pipes
Singapore Hino Industry Singapore Pte. Ltd. Temporary toilets; sales and rentals
Taiwan Circuit Foil Taiwan Corporation Circuit foil; manufacturing and sales
Taiwan K.E. Joto Industry Co., Ltd. Plastics
Thailand Nakashima Rubber (Thailand) Co., Ltd. Automobile parts; manufacturing and sales
Thailand Srithai Miyagawa Co., Ltd. Molding dies for plastic goods
United States Agrivert, Inc. Agrochemicals; sales
United States American Fuji Seal, Inc. Cap seals and labels
United States Asahi America Inc. Plastic connectors; sales
United States Metton America, Inc. Petrochemical materials; manufacturing and sales
United States MTN Chemical Inc. Stock investment and holding company
United States Sanyo Plastics Compound America Inc. Plastic compounds; manufacturing and sales
United States Tokiwa America Inc. Automobile parts; manufacturing and sales

Household, Australia Hycube Pty. Ltd. Hay fodder; packaging and sales
Consumer & Australia Tibaldi Small Goods (Australia) Pty. Ltd. Meat products
General Products Canada Farmgro Organic Foods Inc. Organic wheat; production and sales

China Baoding Rongri Spice Co., Ltd. Cayenne pepper processing
China Baoding Xin Chang Garment Co., Ltd. Textiles
China Beijing Yuxinri Fashion Co., Ltd. Textiles
China Chaozhou Kingman Nichimen Industrial Co., Ltd. Eel sauce; production and sales
China Heilongjiang Xinmian Rice Milling Co., Ltd. Rice; milling and sales
China Liaoning Northern Foods Co., Ltd. Vegetable processing
China Nanjing Sumian Garment Co., Ltd. Apparel; manufacturing
China Pin Nan Nichieki Foods Co., Ltd. Shiitake (mushrooms); sales
China Qingdao Zhongmian Knitting Co., Ltd. Textiles; knitting
China Shandong Honglimian Knit Products Co., Ltd. Socks; manufacturing and sales
China Suzhou Goda Embroidery Co., Ltd. Embroidery; manufacturing
China Zibo Huamian Garment Co., Ltd. Denim apparel; manufacturing and sales
Hong Kong, S.A.R. Nichimen Orient Wear Ltd. Textiles
Indonesia P.T. Dayani Garment Indonesia Apparel; inspection and manufacturing
Indonesia P.T. Dwi Bina Utama Fisheries
Indonesia P.T. Mitra Kartika Sejati Shrimp processing
Indonesia P.T. Moriuchi Indonesia Rubber blankets used in offset printing; manufacturing
Indonesia P.T. Plumbon International Textile Textiles; spinning
Indonesia P.T. Primatexco Indonesia Textiles; spinning
Indonesia P.T. Tokai Texprint Indonesia Dyeing and printing
Indonesia P.T. Vonex Indonesia Spinning and dyeing
Malaysia Absolute Objective Sdn. Bhd. Construction; investment
Malaysia Ando (Malaysia) Sdn. Bhd. Construction
New Zealand Tachikawa Forest Products (N.Z.) Ltd. Sawing
Singapore Four Leaves Pte. Ltd. Bakery chain
Thailand Nitto Denko (Thailand) Co., Ltd. Adhesive tape; manufacturing and sales
Thailand Pan Asia Packing Ltd. Crating materials; processing and sales
Thailand Thai Nylon Co., Ltd. Fishing nets
United States AGRON Corp. Onion processing products; manufacturing and sales
United States Castle Pines North Golf Co. Golf course; management
United States Granplex, Inc. Agricultural products
United States Kanebo Zeolite U.S.A. Inc. Zeolite; sales
United States Pinnacle Estates, Inc. Real estate sales and investment
United States Suncrown Development Inc. Real estate investment
United States Troon North Golf Company Golf course; management
Vietnam D&N Foods Processing (Danang) Co., Ltd. Seafood processing and sales
Vietnam DALAT Japan Foods Co., Ltd. Fresh or frozen vegetables; production, sales, and exports

Others Brazil Pio XII Empreendimentos e Administracao de Bens Ltda. Real estate
Cayman Islands FS GP Ltd. Commodity fund
Chile Inmobiliaria e Inversiones Nichimen S.A. Building
China Beijing Hua Shang International Logistic Co., Ltd. Warehousing and transportation
China Cofcotianding International Trading Co., Ltd. General trading company
China North China International Leasing Co., Ltd. Leasing
China United Leasing Co., Ltd. Leasing
El Salvador Industrial de Tuberias S.A. de C.V. PVC pipes
Indonesia P.T. Nichimen Export Indonesia Trading
Malaysia Kasaratus Sdn. Bhd. Trading
Philippines Super Industrial Corp. Galvanized iron pipes
United States Nichimen America Capital Corporation Real estate investment
United States Orient Vega Enterprise Inc. Condominiums; investment
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C o r p o r a t e  O r g a n i z a t i o n ( A s  o f  J u l y  1 ,  1 9 9 9 )

U METALS & MACHINERY GROUP

U ENERGY, CHEMICALS & PLASTICS GROUP

U HOUSEHOLD, CONSUMER & GENERAL 
     PRODUCTS GROUP

U ADMINISTRATIVE DIVISIONS GROUP

U Nagoya Office

U Other Domestic Subsidiaries

U North, Central & South America Operations

U Asia & Oceania Operations

U Europe, Africa & Middle East Operations

U CIS Operations

U Planning & Coordination Office

U Steel & Nonferrous Metals Division

U Plant & Project Division

U Electronics Division

U Transportation Equipment Division

U Industrial Machinery Division

U Planning & Coordination Office

U Energy & Basic Chemicals Division

U Fine Chemicals Division

U Plastics Division

U Planning & Coordination Office

U Construction Division

U Lumber & General Merchandise Division

U Foodstuffs Division

U Textiles Division

    

U Planning & Coordination Office

U Auditing Division

U General Management Division

U Finance Division

U Risk Management Division

U Overseas Subsidiaries

U Overseas Branches

U Overseas Representative & Liaison Offices
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NICHIMEN CORPORATION

ESTABLISHED
November 10, 1892

NUMBER OF EMPLOYEES
1,827 (As of May 1, 1999)

NUMBER OF BRANCHES & OFFICES
Domestic 16 (including 13 offices of 4 subsidiaries*)
Overseas 96

PAID-IN CAPITAL
¥52,179,065,781

CAPITAL STOCK ISSUES
421,002,957 shares

STOCK EXCHANGE LISTINGS
Tokyo, Osaka, Nagoya, Kyoto

TRANSFER AGENT OF COMMON STOCK
The Toyo Trust and Banking Co., Ltd.
4-3, Marunouchi 1-chome, Chiyoda-ku,
Tokyo 100-0005, JAPAN

TOKYO HEAD OFFICE
1-23, Shiba 4-chome, Minato-ku, Tokyo 108-8405, JAPAN
C.P.O. Box 1136, Tokyo 100-8693, JAPAN
Tel: 81 (3) 5446-1111
Fax: 81 (3) 5446-1010
Telex: J22329
Internet: http://www.nichimen.co.jp

OSAKA HEAD OFFICE
2-2, Nakanoshima 2-chome,
Kita-ku, Osaka 530-8618, JAPAN
C.P.O. Box 18, Osaka 530-8691, JAPAN
Tel: 81 (6) 6223-5111
Fax: 81 (6) 6223-5331
Telex: J63221
Internet: http://www.nichimen.co.jp

NAGOYA OFFICE
1-18, Nishiki 3-chome,
Naka-ku, Nagoya 460-8701, JAPAN
C.P.O. Box 290, Nagoya 450-8691, JAPAN
Tel: 81 (52) 963-5111
Fax: 81 (52) 963-5025

*DOMESTIC SUBSIDIARIES
Nichimen Kyushu Corp. (Fukuoka, Kitakyushu, Naha)
Nichimen Nishinihon Corp. (Hiroshima, Takamatsu, Okayama)
Nichimen Chubu Corp. (Hamamatsu, Shizuoka, Fukui, Toyama) 
Nichimen Higashinihon Corp. (Sendai, Sapporo, Niigata)

Additional copies of this annual report and 
other information may be obtained from: 
NICHIMEN CORPORATION
Public Relations Department
1-23, Shiba 4-chome, Minato-ku, 
Tokyo 108-8405, JAPAN
Tel: (81) 3-5446-1061
Fax: (81) 3-5446-1068
E-mail: info@nichimen.co.jp
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OVERVIEW

During the fiscal year ended March 31, 1999,

various measures were taken to stabilize Japan’s

financial system. A credit contraction and other

factors caused a rise in the number of corporate

bankruptcies and a worsening of the employment

environment, however, and the domestic economy

remained sluggish. In the Americas, economic

instability in many Latin American countries had

a minimal influence on the U.S. economy, which

sustained a strong expansion. Reflecting this,

U.S. stock prices continued to surge, and the Dow

Jones stock average surpassed the $10,000 mark

for the first time ever. In Europe, the January 1999

launch of the euro proceeded smoothly, and prin-

cipal European economies maintained gradual

growth, despite concerns regarding prospective

trends in some countries. Asia continued to suffer

from widespread economic instability in the wake

of recent monetary crises, although the positive

results of reform programs were seen in some

countries. 

Aiming to strengthen its capabilities and

performance amid a generally severe operating

environment, Nichimen placed strong emphasis

on implementing various medium-term strategic

measures in line with its NC 2000 plan. Particular

efforts were focused on resolutely deciding to

nurture, transfer, or abandon each of its business

projects; redistributing resources to boost profit-

ability; and taking measures to liquidate problem

assets and assets with chronically low yield levels

and to otherwise diminish the Company’s assets.

Using funds made available through such asset

reduction measures, the Company is striving to

lower the level of its interest-bearing debt on a

consolidated basis during the two fiscal years

following the period under review and thereby

strengthen its structure and capabilities. Plans call

for shifting the Company’s management emphasis

from accumulative growth to streamlining and

dynamic profitability. 

Against the backdrop of these external and

internal trends, Nichimen recorded ¥3,256.4 bil-

lion in consolidated net sales, down ¥593.4 bil-

lion, or 15.4%, from the previous year. This

decline reflected a large drop in crude oil prices,

which caused a similar fall in the value of its off-

shore oil and chemicals transactions, as well as

the Company’s previously mentioned policy of

decisively abandoning businesses with poor

prospects.

In contrast, net operating profit increased,

largely due to a rise in gross profitability.

However, the Company took unwavering measures

to structurally enhance and strengthen its opera-

tions through steps that included the writing off of

latent losses, causing temporary special losses

that resulted in a ¥21.8 billion net loss for the

period. In light of this, the parent company

reduced cash dividends per share applicable to

the fiscal year ¥1, to ¥5.

NET SALES (TOTAL TRADING

TRANSACTIONS)

Reviewing Nichimen’s consolidated net sales dur-

ing the fiscal year, export sales declined ¥53.4 bil-

lion, or 11.6%, to ¥408.4 billion, largely due to

lower sales of machinery products. Import sales

were down ¥58.0 billion, or 13.4%, to ¥373.7 bil-

lion, owing to drops in such fields as fuels and

chemicals. Negatively affected by a weak perfor-

mance related to metals and textiles, domestic

sales decreased ¥81.3 billion, or 7.2%, to

¥1,050.9 billion. Offshore sales dropped ¥400.7

billion, or 22.0%, to ¥1,423.5 billion, reflecting a

fall in crude oil prices that considerably lowered

the value of fuels and chemicals transactions. 

The value of the yen in terms of U.S. dollars

averaged 5.6% higher during the period than in

the previous fiscal year, and Nichimen estimates
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Management’s Discussion and Analysis

NET SALES BY COMMODITY GROUP*
Billions of Yen (% of Net Sales)

Household, Consumer & 
General Products Group
¥1,039.7 (31.9%)

Metals & Machinery Group
¥1,137.1 (34.9%)

Energy, Chemicals & Plastics Group
¥1,079.6 (33.2%)

NET SALES BY TYPE OF TRADE
Millions of Yen (% of Net Sales)

Export ¥408,352 (12.5%) Import ¥373,691 (11.5%)

Domestic ¥1,050,916 (32.3%)Offshore ¥1,423,466 (43.7%)

U U

U

U

U

U

U
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that this had the effect of increasing its consolidat-

ed net sales ¥80.0 billion. A net increase of five in

the number of consolidated subsidiaries is not

believed to have had a significant effect on con-

solidated net sales.

Sales of all divisions other than the Foodstuffs

Division decreased. Sales of metals declined

¥48.4 billion, or 12.9%, to ¥326.7 billion, princi-

pally due to slack domestic demand for steel. Lower

sales in such fields as plants, automobiles, and

electronic products caused sales of machinery to

drop ¥67.7 billion, or 9.2%, to ¥666.8 billion. The

previously mentioned fall in crude oil transactions

was the principal factor underlying a ¥424.5 bil-

lion, or 28.2%, plunge in sales of fuels and chemi-

cals products, to ¥1,079.6 billion. Sales of textiles

decreased ¥58.3 billion, or 21.0%, to ¥219.3 bil-

lion, reflecting lower sales of apparel, cotton, and

cotton yarn in Japan. A rise in the number of prod-

ucts handled by subsidiaries was a main cause sup-

porting a ¥16.3 billion, or 2.9%, increase in grain

and foodstuffs sales, to ¥586.8 billion. Despite

rises in sales by construction and general merchan-

dise divisions, the domestic recession reduced

demand for logs and lumber products, causing

sales of construction, logs and lumber, and gener-

al merchandise to decline ¥10.2 billion, or 2.8%,

to ¥354.8 billion. Departments responsible for

financial and administrative services recorded

¥22.6 billion in sales, down ¥0.6 billion, or 2.6%.

Of Nichimen’s ¥3,256.4 billion in consolidated

net sales, ¥2,914.0 billion was recorded by Group

companies based in Japan. This figure was down

¥594.6 billion, or 16.9%, from the previous peri-

od, due to the drop in crude oil transactions as

well as decreases in other business fields. The

drop was the main cause of the ¥593.4 billion

fall in consolidated net sales. Net sales by Group

companies in Europe, the Middle East, and Asia

were up, while net sales by Group companies in

the Americas and Oceania were down.

COSTS, EXPENSES, AND EARNINGS

At ¥3,127.9 billion, cost of sales was down

16.1%, slightly more than the 15.4% drop in net

sales. This caused gross trading profit to rise ¥5.2

billion, or 4.2%, to ¥128.5 billion, the third con-

secutive fiscal year of growth in gross trading

profit. The gross profit ratio rose 0.75 percentage

point, to 3.95%. 

This reflected the shift to a relatively high-

value-added business structure called for by

Nichimen’s previous CREATE 98 medium-term

management plan and the current NC 2000 plan.

In particular, gross profit was boosted ¥3.9 billion

by the Metals & Machinery Group’s proactive

efforts to increase plant and environmental protec-

tion related business and ¥1.3 billion by initiatives

taken by the Chemicals Department, Logs and

Lumber Department, and departments responsible

for financial and administrative services.

Nichimen continued working to its reduce sell-

ing, general and administrative (SG&A) expenses.

The parent company’s SG&A expenses declined,

due to efforts to reduce personnel and supplies

expenses, but a rise in the SG&A expenses of

previously and newly consolidated subsidiaries

caused consolidated SG&A expenses to edge

up ¥0.6 billion, or 0.6%, to ¥107.0 billion. Thus,

SG&A expenses as a percentage of net sales rose

0.53 percentage point, to 3.29%.

As a result, operating income surged ¥4.6 bil-

lion, or 27.2%, to ¥21.5 billion. The ratio of

operating income to net sales increased 0.22

percentage point, to 0.66%.

Other expenses, net, amounted to ¥50.5 billion,

up ¥48.5 billion. Net interest expenses grew ¥2.8

billion, to ¥5.6 billion, reflecting a rise in fund

procurement expenses. This and the write-off of

latent losses as part of measures aimed at

strengthening the Company’s financial position

caused a temporary surge in extraordinary

expenses and a ¥45.8 billion increase in the nega-

tive value of the ‘Others, net’ item, to an expense

of ¥45.0 billion. Within the ‘Others, net’ item, loss

on the sale of securities amounted to ¥27.3 bil-

lion, and special severance benefits were ¥4.9 bil-

lion, reflecting the Company’s efforts to reduce

personnel expenses through an accelerated retire-

ment program. Losses on disposal of investments
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in and advances to subsidiaries, affiliates and

others totaled ¥10.0 billion. 

As a result of these factors, the loss from con-

solidated operations before income taxes amount-

ed to ¥29.1 billion, compared with ¥14.8 billion

in income from consolidated operations before

income taxes in the previous period. Income taxes

improved ¥3.6 billion, to ¥5.8 billion, but ¥14.5

billion in income tax adjustments accounted for as

a non-current deferred tax asset resulted from the

adoption of deferred tax accounting. Thus, the net

loss from consolidated operations amounted to

¥21.8 billion, compared with ¥5.1 billion in

income from consolidated operations in the

previous period.

Net loss per share was ¥51.86, compared with

¥12.02 of net income per share in the previous

period. 

FINANCIAL POSITION

As a result of the accelerated implementation of

the NC 2000 plan, total assets on a consolidated

basis were decreased ¥161.0 billion, or 7.9%,

principally due to a reduction of liquid assets.

Total assets thus fell below the ¥2 trillion mark

for the first time in 10 fiscal years, amounting

to ¥1,887.5 billion.

Current assets dropped ¥199.7 billion, or

13.0%, to ¥1,334.8 billion. With the goal of

strengthening its financial position, the Company

sold securities with latent losses and wrote off

latent losses on other securities, thereby reducing

the value of marketable securities ¥174.4 billion.

Reflecting the Company’s financial strategy as well

as the decline in net sales, receivables and inven-

tories both decreased, while proceeds from the

sale of assets, in line with the Company’s strategy,

led to a ¥64.3 billion rise in cash and time

deposits.

The level of investments and non-current

receivables was affected by the sale of money

trusts and other investments with the aim of

reducing total assets as well as by generous pro-

visions made to the allowance for doubtful receiv-

ables. Long-term loans and trade receivables grew

¥19.0 billion, to ¥125.6 billion, reflecting a rise in

loans provided to support overseas subsidiaries

and promote the development of a joint venture

telecommunications company. Beginning in the

period under review, the Company has employed

a revised system of standards for new business

investments as part of a strategy for preventing

losses on such investments. The system defines

conditions that dictate a withdrawal from a given

business and include such provisions as those for

partner risk premiums.

Although the average value of the yen during

the fiscal year was lower than in the previous peri-

od, the yen’s value at the end of the fiscal year was

up from the previous fiscal year-end. Thus, for-

eign currency translation adjustments for convert-

ing foreign currency figures from the financial

statements of overseas companies into yen grew

¥10.6 billion, to ¥18.1 billion.

The Company invested ¥3.3 billion in property

and equipment during the period, principally in

the construction of the NM Plaza Midosuji, in cen-

tral Osaka, and other rental properties. At the same

time, 11 employee welfare facilities were sold, and

accumulated depreciation shrank ¥4.2 billion. The

welfare facilities were sold with leaseback arrange-

ments and continue to serve the same functions as

previously.

Total liabilities decreased ¥136.5 billion, or

7.2%, to ¥1,751.4 billion. Of this, long- and

short-term interest-bearing debt was reduced

¥103.9 billion, or 6.8%, to ¥1,416.1 billion, as the

Company realized more than half of its NC 2000

target of reducing interest-bearing debt ¥200.0

billion. Short-term debt, including the current por-

tion of long-term debt, fell ¥112.9 billion, while

commercial paper dropped ¥27.2 billion, and

these two changes reduced interest-bearing

debt ¥140.1 billion. Reflecting the previously

mentioned capital investments as well as other
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investment and financing activities, long-term lia-

bilities increased ¥38.4 billion, with the bulk of

the increase attributable to the parent company.

The parent company made three issuances of

bonds with a total value of ¥19.0 billion, but the

redemption of ¥39.9 billion in bonds by consoli-

dated subsidiaries reduced the balance of out-

standing bonds ¥20.9 billion. 

Operating liabilities and other liabilities

declined ¥34.8 billion, to ¥323.6 billion, primarily

as a result of a decrease in trade payables that

accompanied the drop in the volume of transac-

tions in such products as fuels and chemicals.

Working capital decreased ¥24.8 billion, to

¥174.4 billion, principally reflecting the sale and

downward revaluation of securities with the goal

of realizing latent losses and thereby increasing

the soundness of the Company’s financial posi-

tion. The current ratio was 1.15, the same level as

at the previous year-end. However, having main-

tained ¥418.5 billion in such liquid assets as

cash, time deposits, and marketable securities,

compared with average monthly sales of ¥271.4

billion, the Company has sustained sufficient

liquidity. 

SHAREHOLDERS’ EQUITY

Shareholders’ equity was down ¥25.0 billion,

to ¥127.6 billion, primarily reflecting a decrease

in retained earnings. As a result, the equity ratio

decreased 0.6 percentage point, to 6.8%, and

shareholders’ equity per share fell ¥56.29, to

¥305.73. Based on changes to the Company’s

articles of incorporation made during the period,

the capital surplus was reversed by ¥0.3 billion to

decrease the number of the Company’s outstand-

ing shares through purchases in the stock market. 

CASH FLOWS 

Net cash provided by operating activities during

the fiscal year amounted to ¥14.8 billion, down

¥18.6 billion from the previous period. Cash out-

flow due to the net loss for the year was ¥21.8 bil-

lion, while net cash outflow due to changes in

operating assets and liabilities amounted to ¥4.1

billion, down from ¥15.3 billion in the previous

year. These were offset by ¥40.6 billion of net

cash inflow from other adjustment items, such as

depreciation and the sale and revaluation of

assets. 

Net cash provided by investing activities

increased ¥43.9 billion, to ¥60.4 billion. Net cash

outflow due to changes in time deposits, net, was

¥51.1 billion, compared with ¥81.3 billion in net

cash inflow due to changes in time deposits dur-

ing the previous year. Net cash outflow from

changes in short- and long-term loans and others

amounted to ¥17.0 billion, compared with ¥20.2

billion of net cash inflow in the previous period.

However, net cash proceeds from the sale and

purchase of securities amounted to ¥122.7 billion,

compared with net outflow of ¥47.4 billion in the

previous year. Net cash inflow due to changes in

property, equipment, and other non-current

receivables, net, was ¥5.8 billion, compared with

net outflow of ¥37.6 billion in the previous year.

Net cash used in financing activities increased

¥19.8 billion, to ¥57.0 billion, due to funding and

repayment activities implemented in accordance

with the Company’s strategy of reducing interest-

bearing debt. Proceeds from and repayment of

long-term debt caused net cash inflow of ¥23.6

billion. This was offset by the change in short-

term debt and CP, which led to a net cash outflow

of ¥42.7 billion, and by proceeds from issuance of

bonds and the redemption of bonds, which caused

a net cash outflow of ¥34.8 billion.

As a result of these changes, cash at the end of

the year stood at ¥106.6 billion, up ¥17.3 billion.

THE YEAR 2000 ISSUE 

Recognizing the potential seriousness of the Year

2000 (Y2K) Issue, the entire Nichimen Group is

concertedly responding to this issue. All the in-

house computer systems of each Group company

have already been checked for potential suscepti-

bility to Y2K-related problems, and appropriate

countermeasures are currently being taken.

Nichimen has established the Year 2000 Issue

Committee, which is providing information and

guidance related to the Year 2000 Issue to entities

both inside and outside the Nichimen Group.

All the Company’s Y2K countermeasures are

scheduled to be completed by the end of August

1999.

The Company estimates that the direct and

indirect costs of responding to the Y2K Issue will

amount to ¥2.3 billion, of which ¥1.0 billion had

been disbursed by the end of the period under

review. These countermeasures are being paid for

with internally generated funds and are not expect-

ed to have an appreciable effect on the Company’s

operations, performance, or financial position. 

OUTLOOK

The nature of operating conditions during the

current fiscal year remains hard to forecast. The

likelihood of a recovery in the Japanese economy

is uncertain, and negative trends have emerged in

certain overseas markets. In view of this situation,

the Nichimen Group intends to continue develop-

ing its global operations while implementing

many measures based on its NC 2000 plan to

increase the high-value-added share of its trading

transactions, maintain strong emphasis on risk

control, and promote the growth of its domestic

subsidiaries and affiliates. Through these and

other steps, the Company anticipates that it will

achieve a recovery and a sustained upturn in its

performance.

On a consolidated basis, the Company projects

that it will record ¥3,300 billion in net sales and

¥25.0 billion in operating income during the cur-

rent fiscal year. Having taken resolute measures

to write off latent losses during the period under

review, Nichimen expects to restore its net profit-

ability during the current period.
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ASSETS Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1999

Current Assets:
Cash ....................................................................................................................... ¥0,106,568 ¥0,089,276 $00,884,015
Time deposits ......................................................................................................... 98,408 51,421 816,325
Marketable securities (Notes 2, 3 & 4) ................................................................... 213,529 387,905 1,771,290
Receivables:

Trade notes and trade accounts (Note 4) .......................................................... 573,985 591,273 4,761,385
Loans.................................................................................................................. 83,848 89,457 695,545
Unconsolidated subsidiaries and affiliates ........................................................ 21,082 35,302 174,882
Allowance for doubtful receivables (Note 2) ...................................................... (7,229) (6,021) (59,967)

Inventories (Note 2) ................................................................................................ 167,150 203,463 1,386,562
Advance payments to suppliers............................................................................. 38,407 50,326 318,598
Deferred tax assets—current (Notes 2 & 7) ........................................................... 3,447 678 28,594
Other current assets............................................................................................... 35,636 41,467 295,612

Total current assets ........................................................................................ 1,334,831 1,534,547 11,072,841

Investments and Non-Current Receivables:
Investment securities (Notes 2 & 4) ....................................................................... 128,946 118,479 1,069,647
Investments in and advances to unconsolidated 
subsidiaries and affiliates (Note 2)....................................................................... 27,167 17,718 225,359

Long-term loans and trade receivables ................................................................. 125,648 106,655 1,042,290
Allowance for doubtful receivables (Note 2) .......................................................... (23,234) (15,056) (192,733)
Other investments and receivables........................................................................ 28,404 50,252 235,620

Total investments and non-current receivables ............................................. 286,931 278,048 2,380,183

Property and Equipment, at Cost (Notes 2 & 4):
Land ....................................................................................................................... 85,252 92,329 707,192
Buildings and structures ........................................................................................ 74,657 79,743 619,303
Property leased to others ....................................................................................... 34,678 23,586 287,665
Equipment, fixtures and others .............................................................................. 89,518 85,108 742,580
Accumulated depreciation ..................................................................................... (51,279) (55,518) (425,375)

Net property and equipment .......................................................................... 232,826 225,248 1,931,365

Other Assets:
Foreign currency translation adjustments (Note 2) ................................................ 18,094 7,535 150,095
Deferred tax assets—non-current (Notes 2 & 7).................................................... 12,896 1,510 106,976
Other....................................................................................................................... 1,912 1,601 15,861

Total other assets ........................................................................................... 32,902 10,646 272,932

Total ........................................................................................................................... ¥1,887,490 ¥2,048,489 $15,657,321

See accompanying notes to consolidated financial statements.

C o n s o l i d a t e d  B a l a n c e  S h e e t s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s A s  o f  M a r c h  3 1 ,  1 9 9 9  a n d  1 9 9 8
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LIABILITIES AND SHAREHOLDERS’ EQUITY Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1999

Current Liabilities:
Short-term debt, principally unsecured (Note 5).................................................... ¥0,596,217 ¥0,638,432 $04,945,807
Commercial paper.................................................................................................. 167,900 195,100 1,392,783
Current portion of long-term debt (Notes 4 & 5) .................................................... 72,784 143,451 603,766
Trade payables:

Notes and accounts ........................................................................................... 270,193 299,459 2,241,336
Unconsolidated subsidiaries and affiliates ........................................................ 4,526 4,155 37,545

Accrued liabilities ................................................................................................... 10,369 11,819 86,014
Income taxes .......................................................................................................... 2,607 3,509 21,626
Advances received from customers ...................................................................... 12,495 12,979 103,650
Deferred tax liabilities—current (Notes 2 & 7)........................................................ 8 — 66
Other current liabilities ........................................................................................... 23,377 26,482 193,919

Total current liabilities..................................................................................... 1,160,476 1,335,386 9,626,512

Long-Term Liabilities:
Long-term debt, less current portion (Notes 4 & 5) ............................................... 579,240 543,036 4,804,977
Liabilities for severance payments (Notes 2 & 6)................................................... 4,517 5,233 37,470
Deferred tax liabilities—non-current (Notes 2 & 7) ................................................ 1,493 1,455 12,385
Other long-term liabilities ....................................................................................... 5,685 2,798 47,159

Total long-term liabilities................................................................................. 590,935 552,522 4,901,991

Minority Interests...................................................................................................... 8,485 7,973 70,386

Shareholders’ Equity (Note 8):
Common stock, par value ¥50 per share:

Authorized—997,379,000 shares
Issued—421,002,957 shares (423,623,957—1998) .......................................... 52,179 52,179 432,841

Capital surplus ....................................................................................................... 48,140 48,459 399,336
Retained earnings (Note 13) .................................................................................. 28,407 52,802 235,645
Treasury stock (Note 9) .......................................................................................... (1,132) (832) (9,390)

Total shareholders’ equity .............................................................................. 127,594 152,608 1,058,432

Contingent Liabilities (Note 11)

Total ........................................................................................................................... ¥1,887,490 ¥2,048,489 $15,657,321
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Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1997 1999

Net Sales (Total Trading Transactions) (Notes 2 & 14) ................ ¥3,256,420 ¥3,849,811 ¥3,891,041 $27,013,024
Cost of Sales (Note 2) ..................................................................... 3,127,937 3,726,556 3,771,731 25,947,217

Gross trading profit ....................................................................... 128,483 123,255 119,310 1,065,807
Selling, General and Administrative Expenses............................ 107,019 106,382 103,781 887,756

Operating income ......................................................................... 21,464 16,873 15,529 178,051

Other Income (Expenses):
Interest income ............................................................................. 31,702 30,712 31,039 262,978
Interest expenses.......................................................................... (39,112) (35,662) (33,566) (324,446)
Dividends ...................................................................................... 1,848 2,143 2,692 15,329
Others, net (Note 10) .................................................................... (44,981) 780 (1,082) (373,131)

.......................................................................................................... (50,543) (2,027) (917) (419,270)

Income (Loss) from Consolidated Operations
before Income Taxes .................................................................... (29,079) 14,846 14,612 (241,219)

Income Taxes (Note 2):
Current .......................................................................................... 5,827 9,471 9,041 48,337
Deferred ........................................................................................ (14,512) 327 733 (120,381)

.......................................................................................................... (8,685) 9,798 9,774 (72,044)

Income (Loss) from Consolidated Operations ............................. (20,394) 5,048 4,838 (169,175)
Equity in Earnings (Losses) of Unconsolidated

Subsidiaries and Affiliates ........................................................... (1,380) 26 81 (11,447)

Net Income (Loss) ........................................................................... ¥0, (21,774) ¥0,005,074 ¥0,004,919 $0, (180,622)

U.S. Cents
Yen (Note 1)

Net Income (Loss) per Share (Note 2) ........................................... ¥0, 0(51.86) ¥0,0012.02 ¥0,0011.61 (43.02)¢
Cash Dividends per Share (Note 8)................................................ 5.00 6.00 6.00 4.15

See accompanying notes to consolidated financial statements.

C o n s o l i d a t e d  S t a t e m e n t s  o f  O p e r a t i o n s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s F o r  t h e  y e a r s  e n d e d  M a r c h  3 1 ,  1 9 9 9 ,  1 9 9 8  a n d  1 9 9 7
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Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1997 1999

Common Stock (Note 8):
Beginning balance.......................................................................................... ¥52,179 ¥52,179 ¥52,179 $432,841

Ending balance............................................................................................... ¥52,179 ¥52,179 ¥52,179 $432,841

Capital Surplus (Note 8):
Beginning balance.......................................................................................... ¥48,459 ¥48,459 ¥48,459 $401,983
Retirement of treasury stock ........................................................................... (319) — — (2,647)

Ending balance............................................................................................... ¥48,140 ¥48,459 ¥48,459 $399,336

Retained Earnings (Note 8):
Beginning balance.......................................................................................... ¥52,802 ¥50,579 ¥48,493 $438,009
Effect on beginning balance due to adoption 
of deferred income taxes .............................................................................. 0 — — 0

Net income (loss) ............................................................................................ (21,774) 5,074 4,919 (180,622)
Effect on beginning balance arising from additions of subsidiaries
and affiliates for consolidation ...................................................................... — — (81) —

Cash dividends paid....................................................................................... (2,524) (2,536) (2,541) (20,937)
Bonuses to directors ....................................................................................... (68) (87) (70) (564)
Effect on beginning balance due to increase/decrease 
in unconsolidated subsidiaries and affiliates accounted 
for by the equity method ............................................................................... (96) — — (796)

Change in unrealized appreciation (depreciation) 
on marketable securities (Note 13)............................................................... 67 (228) (141) 555

Ending balance............................................................................................... ¥28,407 ¥52,802 ¥50,579 $235,645

Treasury Stock (Note 9) .................................................................................... ¥ (1,132) ¥0, (832) ¥00,0 (0) $ 0(9,390)

See accompanying notes to consolidated financial statements.

C o n s o l i d a t e d  S t a t e m e n t s  o f  S h a r e h o l d e r s ’  E q u i t y
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Thousands of
U.S. Dollars

Millions of Yen (Note 1)

1999 1998 1997 1999

Cash Flows from Operating Activities:
Net income (loss) ..................................................................................... ¥(21,774) ¥005,074 ¥004,919 $0(180,622)
Adjustments to reconcile net income to net cash 
provided by (used in) operating activities:
Depreciation and amortization............................................................. 7,663 7,462 8,298 63,567
Gains on sale of property and equipment ........................................... (380) (518) (41) (3,152)
Provision for doubtful receivables........................................................ 7,171 5,557 4,939 59,486
Write-off of loans and receivables ....................................................... 4,550 2,210 1,174 37,744
(Gains) losses on sale of securities ..................................................... 27,331 (8,140) (7,905) 226,719
Deferred income taxes......................................................................... (14,512) 327 733 (120,381)
Equity in (earnings) losses of unconsolidated subsidiaries 
and affiliates, net................................................................................ 1,380 (26) (81) 11,447

Losses on disposal of fund trust investments...................................... — 3,130 2,594 —
Write-down of securities....................................................................... 2,598 — — 21,551
Others, net ........................................................................................... 4,804 3,008 1,404 39,851
Changes in operating assets and liabilities:

Trade receivables ............................................................................ (22,352) 52,478 (36,400) (185,417)
Inventories........................................................................................ 34,520 (13,238) 6,703 286,354
Other operating assets .................................................................... 17,241 (10,366) 32,778 143,019
Trade payables ................................................................................ (23,916) (13,122) (1,339) (198,391)
Other operating liabilities ................................................................. (9,559) (446) (9,639) (79,295)

Net cash provided by operating activities ................................... 14,765 33,390 8,137 122,480

Cash Flows from Investing Activities:
Change in time deposits, net ................................................................... (51,130) 81,274 45,215 (424,139)
Change in short-term loans, net............................................................... 14,762 3,670 (9,769) 122,455
Payments for purchase of securities........................................................ (124,032) (212,063) (177,319) (1,028,884)
Proceeds from sale of securities.............................................................. 246,736 164,636 219,121 2,046,752
Increase of long-term loans and others ................................................... (61,988) (44,625) (82,990) (514,210)
Collection of long-term loans and others ................................................. 30,217 61,112 80,836 250,660
Change in property, equipment and 
other non-current receivables, net......................................................... 5,797 (37,575) (28,143) 48,088

Net cash provided by investing activities .................................... 60,362 16,429 46,951 500,722

Cash Flows from Financing Activities:
Change in short-term debt and commercial paper, net .......................... (42,675) (22,663) (37,966) (354,003)
Proceeds from issuance of bonds ........................................................... 24,515 40,057 56,171 203,360
Redemption of bonds .............................................................................. (59,315) (39,125) (28,218) (492,037)
Proceeds from long-term debt................................................................. 213,369 147,426 103,668 1,769,962
Repayment of long-term debt .................................................................. (189,746) (159,517) (147,721) (1,574,002)
Dividends paid......................................................................................... (2,524) (2,536) (2,541) (20,937)
Purchase of common stock ..................................................................... (617) (832) — (5,118)

Net cash used in financing activities ........................................... (56,993) (37,190) (56,607) (472,775)

Effect of Exchange Rate Changes on Cash............................................. (842) 473 (600) (6,984)

Net Increase (Decrease) in Cash .............................................................. 17,292 13,102 (2,119) 143,443
Cash at the Beginning of the Year............................................................ 89,276 76,174 78,293 740,572

Cash at the End of the Year ...................................................................... ¥106,568 ¥089,276 ¥076,174 $0,884,015

Cash Paid during the Year for:
Interest ..................................................................................................... ¥043,719 ¥041,312 ¥035,207 $0,362,662
Income taxes............................................................................................ 5,836 7,272 9,584 48,411

See accompanying notes to consolidated financial statements.

C o n s o l i d a t e d  S t a t e m e n t s  o f  C a s h  F l o w s
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1. Basis of Presenting Financial Statements

2. Summary of Significant Accounting Policies
W Principles of consolidation
The consolidated financial statements include the accounts of Nichimen
Corporation (“the Company”) and its significant majority-owned domes-
tic and foreign subsidiaries. All significant intercompany transactions
and accounts have been eliminated.

Investments in principal unconsolidated subsidiaries and affiliates
are accounted for by use of the equity method.

The excess of the cost of the Company’s investment in the consolidat-
ed subsidiaries and in the above unconsolidated subsidiaries and affili-
ates over its equity in the net assets of these companies at the dates of
acquisition is being amortized over a period of five years using the
straight-line method. The excess of such costs over the equity in foreign
subsidiaries is being amortized for approximately over 10 years accord-
ing to local accounting practices.
W Translation of receivables and payables in foreign currencies
Both current and non-current receivables and payables in foreign curren-
cies are translated at historical rates.

Accounts of overseas branches of the Company are translated at
current rates prevailing at the balance sheet date.
W Translation of financial statements in foreign operations
In accordance with the statements issued by the Business Accounting
Council of Japan in 1995, translations are made at the year-end rate
for balance sheet items, except for shareholders’ equity, which is trans-
lated at historical rates, and at the annual average rate for revenues and
expenses. Resulting translation adjustments are reflected in the consoli-
dated financial statements as foreign currency translation adjustments. 
W Allowance for doubtful receivables
The allowance for doubtful receivables is provided in an amount at least
sufficient to cover possible losses from collections, at the higher of man-
agement’s estimate or the maximum amount permitted by Japanese
tax laws.
W Inventories
Inventories are stated at cost on a specific-identification basis, except for
items whose net realizable values are substantially less than their original
costs.
W Capitalization of interest costs
Interest costs on certain real estate for sale under construction are capi-
talized until sales realization to achieve a better measure of acquisition
costs of real estate for sale and to result in a better matching of revenue
and costs. 

The outstanding amounts capitalized as of March 31, 1999 and
1998 are ¥236 million (U.S.$1,958 thousand) and ¥258 million
(U.S.$2,140 thousand), respectively.

W Marketable securities and investment securities
Marketable securities and investment securities other than those
accounted for by the equity method are stated at cost by the moving
average method, except that certain write-downs are recorded when
investees have incurred substantial losses and are not expected to
recover such losses in the future.

Marketable securities and investment securities of some subsidiaries
are stated at the lower of cost or market.
W Deferred charges
All costs incurred in connection with the issuance of debentures
and shares are deferred and amortized over three years using the
straight-line method. Debt discounts on bonds are deferred and
amortized over the period through the redemption using the straight-
line method.
W Property and equipment
Property and equipment are depreciated by the declining balance
method, except for the Tokyo Head Office Building, the Osaka Head
Office Building and other buildings acquired after April 1, 1998, which
are depreciated by the straight-line method in accordance with amend-
ment of tax laws in 1998.
W Finance lease transactions without transfer of ownership
Finance lease transactions, other than those where ownership of
the lease property is regarded as being transferred to the lessee,
are accounted for in the same way as operating lease transactions.
W Liabilities for severance payments and pension costs
The Company has an unfunded severance payments plan and a funded
non-contributory pension plan covering all eligible employees.

Liabilities for the unfunded severance payments plan are provided to
the maximum amount permitted by Japanese tax laws, based on the sum
that would be required if all employees voluntarily retired at the balance
sheet date.

Pension costs, including unfunded prior service costs, which are
amortized over 14 years, are charged to income.

Some of the consolidated subsidiaries have the same severance 
payments plan and/or pension plan.

The accompanying consolidated financial statements have been prepared
from the accounts maintained by Nichimen Corporation and its consoli-
dated subsidiaries in accordance with the provisions set forth in the
Securities and Exchange Law of Japan and in conformity with accounting
principles and practices generally accepted in Japan, which may differ in
some material respects from accounting principles and practices gener-
ally accepted in countries and jurisdictions other than Japan. In addition,
the notes to the consolidated statements of shareholders’ equity and
statements of cash flow, which is not required under accounting princi-
ples generally accepted in Japan, is presented herein as additional infor-
mation to readers outside Japan. 

Certain reclassifications and modifications have been made to present
the accompanying financial statements in a format which is familiar to
readers outside Japan. 

For the convenience of readers outside Japan, the accompanying
financial statements are also presented in United States dollars by
translating Japanese yen amounts at the exchange rate of ¥120.55 to
U.S.$1 prevailing at the end of March 1999. 

The translation should not be construed as a representation that the
Japanese yen amounts could be converted into United States dollars at
the above or any other rate.

N o t e s  t o  C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s
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3. Marketable Equity Securities

Thousands of
Millions of Yen U.S. Dollars

1999 1998 1999

Book value ......................................................................................................................................................... ¥102,574 ¥126,942 $850,883
Market value....................................................................................................................................................... 98,224 92,485 814,799
Net unrealized losses......................................................................................................................................... 4,350 34,457 36,084

4. Pledged Assets
As of March 31, 1999 and 1998, the following assets were pledged as collateral for long-term debt, commitments and guarantees:

Thousands of
Millions of Yen U.S. Dollars

1999 1998 1999

Notes and accounts receivable ......................................................................................................................... ¥18,630 ¥25,445 $154,542
Securities, principally quoted ............................................................................................................................ 48,910 16,062 405,724
Property and equipment, net of accumulated depreciation .............................................................................. 17,259 1,825 143,169

Total ............................................................................................................................................................... ¥84,799 ¥43,332 $703,435

As of March 31, 1999 and 1998, the book value and market value of
and net unrealized losses on marketable equity securities included in

marketable securities were as follows:

W Net sales (total trading transactions) and gross trading profit
As general trading companies, the Company and certain of its
consolidated subsidiaries act either as principal or agent in trading trans-
actions. Net sales represent the sales volume of all those transactions in
which the companies participate, whether as principal or agent. Gross
trading profit consists of gross margin (sales less cost of sales) on
transactions in which the companies act as principal and commissions
on transactions in which the companies serve as agent.
W Income taxes
Accounting change—In accordance with the revision of the regulation
on financial statements under the Securities and Exchange Law of Japan,
deferred income taxes pertaining to temporary differences between finan-
cial and tax reporting purposes are fully recognized. In prior years, they
were recognized partially relating to temporary differences resulting from
the elimination of unrealized inter-company profit on the consolidated
financial statements and recognized by some consolidated overseas sub-
sidiaries in accordance with local accounting principles. To meet this

change, the amounts of the deferred tax assets and liabilities which
were included in Other current assets, Other investments and receiv-
ables, Other of Other assets and Other long-term liabilities in the prior
year are classified as separate items in the balance sheet. 

The effect of this change on net loss for the year ended March
31,1999 was to decrease net loss by ¥15,411 million. 

Business taxes which were treated as Selling, General and Admin-
istrative Expenses in the prior years are included in Income Taxes and
prior year amounts are restated accordingly. 
W Net income (loss) per share
The computation of net income (loss) per share is based on the weighted
average number of shares of common stock outstanding in each period.
W Reclassification
In accordance with the revision of the regulation on financial statements
under the Securities and Exchange Law of Japan, prior year financial
statements have been restated for comparative purposes. For details,
see this Note and Note 8.
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5. Short-Term and Long-Term Debt

Thousands of
Millions of Yen U.S. Dollars

1999 1998 1999

4.75 per cent. Euro-notes due 1998................................................................................................................. ¥0,000— ¥010,000 $000000—
3.00 per cent. unsecured notes due 2000 ....................................................................................................... 10,000 10,000 82,953
3.10 per cent. unsecured notes due 2001 ....................................................................................................... 10,000 10,000 82,953
2.525 per cent. unsecured notes due 2002 ..................................................................................................... 10,000 10,000 82,953
2.40 per cent. unsecured notes due 2003 ....................................................................................................... 10,000 10,000 82,953
2.15 per cent. unsecured notes due 2003 ....................................................................................................... 10,000 10,000 82,953
3.05 per cent. unsecured notes due 2003 ....................................................................................................... 10,000 10,000 82,953
2.50 per cent. unsecured notes due 2002 ....................................................................................................... 10,000 — 82,953
2.00 per cent. Euro-notes due 2001................................................................................................................. 4,000 — 33,181
3.00 per cent. unsecured notes due 2002 ....................................................................................................... 5,000 — 41,477
Notes issued under consolidated subsidiaries’ medium-term note programs, maturing serially 
through 2007, principally 0.73 per cent. to 4.60 per cent. ............................................................................ 40,337 88,792 334,608

Long-term debt from commercial and trust banks, long-term credit banks and insurance companies, 
maturing serially through 2010 bearing interest, principally 0.35 per cent. to 34.475 per cent. .................. 474,130 496,366 3,933,057

Long-term debt from governmental financial institutions, principally from 
The Export-Import Bank of Japan, maturing serially through 2032 bearing interest, 
0.75 per cent. to 6.80 per cent. ...................................................................................................................... 52,557 26,329 435,977

Other long-term debt, maturing serially through 2004 bearing interest, 0.569 per cent. to 6.04 per cent. .... 6,000 5,000 49,772

.......................................................................................................................................................................... 652,024 686,487 5,408,743
Less current portion.......................................................................................................................................... (72,784) (143,451) (603,766)

Total .............................................................................................................................................................. ¥579,240 ¥543,036 $4,804,977

The aggregate annual maturities of long-term debt as of March 31, 1999 were as follows:

Millions Thousands of
Year ending March 31, of Yen U.S. Dollars

2000 ..................................................................................................................................................................................... ¥072,784 $0,603,766
2001 ..................................................................................................................................................................................... 159,603 1,323,957
2002 ..................................................................................................................................................................................... 92,864 770,336
2003 and thereafter .............................................................................................................................................................. 326,773 2,710,684

Total.................................................................................................................................................................................. ¥652,024 $5,408,743

As is customary in Japan, short-term and long-term bank borrowings
are made under general agreements which provide that additional securi-
ties and guarantees for present and future indebtedness will be given
upon the request of the bank, and that any collateral so provided will
be applicable to all indebtedness due to such bank. In addition, the

agreements provide that the bank has the right to offset cash deposited
against short-term and long-term borrowings that become due and, in
case of default and certain other specified events, against all other debt
payable to the bank. No such request has been made to date.

W Short-term debt
Short-term debt, principally to banks, as of March 31, 1999 and 1998
was generally represented by short-term notes, maturing within 90 days,
bearing interest principally at 1.375 per cent. and 1.5 per cent. per
annum, respectively. The Company and its consolidated subsidiaries

have had no difficulty in renewing such notes when necessary.
W Summary of long-term debt
Long-term debt as of March 31, 1999 and 1998 consisted of the
following:
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6. Liabilities for Severance Payments and Pension Costs

7. Deferred Income Taxes
As of March 31, 1999, the principal accrual causes of deferred tax assets and deferred tax liabilities were as follows:

Millions Thousands of
of Yen U.S. Dollars

Deferred tax assets:
Allowance for doubtful receivables ...................................................................................................................................... ¥04,299 $035,662
Liabilities for severance payments ....................................................................................................................................... 1,506 12,493
Net operating loss carryforwards ......................................................................................................................................... 10,523 87,292
Unrealized profit ................................................................................................................................................................... 1,190 9,871
Others ................................................................................................................................................................................... 1,208 10,020

Total .................................................................................................................................................................................. ¥18,726 $155,338

Deferred tax liabilities:
Depreciation ......................................................................................................................................................................... ¥00,868 $007,200
Deferred gain on sales of property for tax purposes ........................................................................................................... 368 3,053
Undistributed earnings of subsidiaries................................................................................................................................. 2,139 17,744
Others ................................................................................................................................................................................... 508 4,214

Total .................................................................................................................................................................................. ¥03,883 $032,211

Net deferred tax assets .................................................................................................................................................... ¥14,843 $123,127

8. Shareholders’ Equity
Under the Japanese Commercial Code (the Code), at least 50 per cent. of
the issue price of new shares, with a minimum of the par value thereof,
is required to be credited to the common stock account and the remain-
der is to be credited to the capital surplus account.

The Code provides that an amount equal to at least 10 per cent. of all
cash payments which are made as an appropriation of retained earnings
be appropriated to a legal reserve until such reserve equals 25 per cent.
of the issued capital.

The Code also provides that both the capital surplus and the
legal reserve are not available for cash dividends, but may be used
to reduce a capital deficit by resolution of the General Meeting of
Shareholders or may be capitalized by resolution of the Board of
Directors.

In accordance with the revision of the regulation on financial state-
ments under the Securities and Exchange Law of Japan, the legal reserve
which was a separate component of Shareholders’ Equity in prior years

is included in the retained earnings and the prior year amounts are
restated accordingly. 

Annual dividends or interim dividends may be approved by the General
Meeting of Shareholders after the end of each fiscal year or declared by
the Board of Directors after the end of each first six-month period,
respectively. In accordance with the Code, these dividends, bonuses to
directors, and the related appropriation of retained earnings are not
reflected in the financial statements at the end of each fiscal year, but are
recorded at the time they are approved. However, dividends per share
shown in the accompanying statements of operations are included in the
year to which they are applicable. 

During this fiscal year, in accordance with the article of the Company
and by decision of the board, 2,621 thousand Company shares amount-
ing to ¥319 million (US$2,646 thousand) were retired by charging to
capital surplus after acquiring on the stock market. The authorized
shares were also decreased by the same number.

Liabilities for the unfunded severance payments plan of the Company
and certain of its consolidated subsidiaries amounted to ¥4,516 million
(U.S.$37,462 thousand) and ¥5,233 million (U.S.$43,409 thousand) as
of March 31, 1999 and 1998 which corresponded to 40 per cent. of 

the amount that would be required if all employees voluntarily terminated
their employment at the balance sheet dates.

As of March 31, 1999, the assets of the pension fund amounted
to ¥19,075 million (U.S.$158,233 thousand).

Costs of certain subsidiaries having the same plans are insignificant.
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9. Stock Option Plan

Option Price
Number of Shares per Share

(thousands) (Yen)

March 31, 1998 ................................................................................................................................................................... ¥2,080 ¥400
Option granted .................................................................................................................................................................... 1,960 191

Exercised ........................................................................................................................................................................ — —
Cancelled ........................................................................................................................................................................ 620 303

March 31, 1999 ................................................................................................................................................................... 3,420 298

10. Other Income (Expenses)
Details of Others, net, were as follows:

Thousands of
Millions of Yen U.S. Dollars

Years ended March 31, 1999 1998 1997 1999

Gains (losses) on sale of securities................................................................................................... ¥(27,331) ¥8,140) ¥(7,905 $(226,719)
Gains on sale of property and equipment......................................................................................... 380 320 41 3,152
Losses on disposal of investments in and advances to subsidiaries, affiliates and others.............. (10,035) (3,317) (3,220) (83,243)
Losses on disposal of overseas receivables and provision 
for certain overseas doubtful receivables ....................................................................................... — — (360) —

Losses on disposal of fund trust investments ................................................................................... — (3,130) (2,594) —
Special severance benefit................................................................................................................. (4,857) — — (40,290)
Others, net......................................................................................................................................... (3,138) (1,233) (2,854) (26,031)

Total............................................................................................................................................... ¥(44,981) ¥0,780 ¥(1,082) $(373,131)

11. Contingent Liabilities

Thousands of
Millions of Yen U.S. Dollars

Years ended March 31, 1999 1998 1999

For repurchase of notes discounted or endorsed ............................................................................................. ¥33,061 ¥27,625 $274,251

For guarantee of indebtedness relating to:
Unconsolidated subsidiaries and affiliates .................................................................................................... ¥05,889 ¥10,234 $048,851
Others ............................................................................................................................................................ 56,658 52,211 469,996

Total ........................................................................................................................................................... ¥62,547 ¥62,445 $518,847

In accordance with customary trade practices, the Company and certain
of its consolidated subsidiaries guarantee, severally or jointly with oth-
ers, the indebtedness of certain of their customers, suppliers and un-
consolidated subsidiaries and affiliates, as well as the performance of

contracts by such companies. The Company and its consolidated sub-
sidiaries are also contingently liable for trade notes receivable discounted
with banks or endorsed to suppliers.

The details of the above-mentioned items were as follows:

On June 26, 1998, the General Meeting of Shareholders approved to
apply the plan to some qualified key employees, up to 1,740 thousand
shares, and 220 thousand shares additionally for directors. In accor-
dance with the resolution of the General Meeting of the Shareholders,
330 thousand out of 2,080 thousand shares, the transfer claim of which
would be cancelled at closing of the General Meeting of Shareholders,
were converted for acquiring 1,960 thousand shares. 

Due to disqualification of employees and losing post of employee or
director, 620 thousand shares in all were cancelled. Therefore, the num-
ber of effective shares is 3,420 thousand as below.

On June 25, 1999, the General Meeting of Shareholders approved to
apply the plan to some qualified key employees up to 300 thousand
shares, and 580 thousand shares for executive officers as well as 370
thousand shares for directors. 
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12. Lease Transactions
W Finance leases
Finance lease transactions without transfer of ownership for the year ended March 31, 1999 were as follows:

(1) As lessee

Millions Thousands of
of Yen U.S. Dollars

Acquisition cost of equipment, fixtures and others .................................................................................................................... ¥3,985 $33,057
Accumulated depreciation ......................................................................................................................................................... 1,886 15,645
Book value as of March 31, 1999 ............................................................................................................................................... 2,099 17,412
Future lease payments:

Within one year ....................................................................................................................................................................... 1,011 8,386
More than one year................................................................................................................................................................. 1,895 15,720

Total .................................................................................................................................................................................... ¥2,906 $24,106

Annual lease payments .............................................................................................................................................................. ¥0,748 $06,205
Depreciation expenses............................................................................................................................................................... 748 6,205

*Acquisition cost is fully depreciated by the straight-line method based on the lease period. 

(2) As lessor

Millions Thousands of
of Yen U.S. Dollars

Acquisition cost of leased assets ............................................................................................................................................... ¥3,003 $24,911
Accumulated depreciation ......................................................................................................................................................... 1,028 8,528
Book value as of March 31, 1999 ............................................................................................................................................... 1,975 16,383
Future lease payments receivable:

Within one year ....................................................................................................................................................................... 656 5,442
More than one year................................................................................................................................................................. 2,191 18,175

Total .................................................................................................................................................................................... ¥2,847 $23,617

Annual lease payments received ............................................................................................................................................... ¥0,393 $03,260
Depreciation expenses on the leased assets ............................................................................................................................ 367 3,044

W Noncancelable operating leases
Finance lease payments for noncancelable operating lease transactions as of March 31, 1999 were as follows:

As lessee

Millions Thousands of
of Yen U.S. Dollars

Future lease payments
Within one year ......................................................................................................................................................................... ¥07 $058
More than one year................................................................................................................................................................... 14 116

Total ...................................................................................................................................................................................... ¥21 $174

13. Unrealized Appreciation (Depreciation) on Marketable Securities
Subsidiaries in the United States adopt Statement of Financial
Accounting Standards (“SFAS”) No. 115, “Accounting for Certain
Investments in Debt and Equity Securities,” which requires that debt and
equity securities be classified within trading, available-for-sale or held-
to-maturity portfolios. The subsidiaries have classified all of their mar-
ketable debt and equity securities as available-for-sale. Unrealized gains

and losses derived from the available-for-sale portfolio, which is carried
at fair value, are not stated as a separate component of shareholders’
equity, but included in retained earnings in this statement. Their total bal-
ance is ¥70 million (U.S.$581 thousand) on the debit side as of March
31, 1999.
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14. Segment Information

Millions of Yen

North & South Europe, Africa
Year ended March 31, 1999 Japan America & Middle East Asia Oceania Total Elimination Consolidated

Net sales:
Outside customers.................................... ¥2,913,962 ¥154,870 ¥081,333 ¥091,677 ¥14,578 ¥3,256,420 ¥ (000,0— ¥3,256,420
Inter-area................................................... 297,989 70,665 28,007 105,057 3,487 505,205 (505,205) —

Total ...................................................... ¥3,211,951 ¥225,535 ¥109,340 ¥196,734 ¥18,065 ¥3,761,625 ¥(505,205) ¥3,256,420

Cost of sales and selling, general 
and administrative expenses...................... ¥3,195,670 ¥223,786 ¥106,276 ¥197,239 ¥18,142 ¥3,741,113 ¥(506,157) ¥3,234,956

Operating income (loss) ............................... 16,281 1,749 3,064 (505) (77) 20,512 952 21,464
Total assets ................................................... ¥1,748,933 ¥171,571 ¥218,918 ¥149,957 ¥00,746 ¥2,290,125 ¥(402,635) ¥1,887,490

Thousands of U.S. Dollars

North & South Europe, Africa
Year ended March 31, 1999 Japan America & Middle East Asia Oceania Total Elimination Consolidated

Net sales:
Outside customers .................... $24,172,227 $1,284,696 $0,674,683 $0,760,489 $120,929 $27,013,024 $ (0,000,0— $27,013,024
Inter-area ................................... 2,471,912 586,188 232,327 871,481 28,926 4,190,834 (4,190,834) —

Total ....................................... $26,644,139 $1,870,884 $0,907,010 $1,631,970 $149,855 $31,203,858 $(4,190,834) $27,013,024

Cost of sales and 
selling, general and 
administrative expenses.............. $26,509,083 $1,856,375 $0,881,593 $1,636,159 $150,494 $31,033,704 $(4,198,731) $26,834,973

Operating income (loss) ................ 135,056 14,509 25,417 (4,189) (639) 170,154 7,897 178,051
Total assets.................................... $14,507,947 $1,423,235 $1,815,994 $1,243,940 $006,188 $18,997,304 $(3,339,983) $15,657,321

Millions of Yen

North & South Europe, Africa
Year ended March 31, 1998 Japan America & Middle East Asia Oceania Total Elimination Consolidated

Net sales:
Outside customers.................................... ¥3,508,553 ¥175,091 ¥059,843 ¥080,436 ¥25,888 ¥3,849,811 ¥(0,000— ¥3,849,811
Inter-area................................................... 356,723 85,320 34,005 100,713 6,173 582,934 (582,934) —

Total ...................................................... ¥3,865,276 ¥260,411 ¥093,848 ¥181,149 ¥32,061 ¥4,432,745 ¥(582,934) ¥3,849,811

Cost of sales and selling, general 
and administrative expenses...................... ¥3,852,191 ¥258,989 ¥092,641 ¥181,257 ¥32,181 ¥4,417,259 ¥(582,990) ¥3,834,269

Operating income (loss) ............................... 13,085 1,422 1,207 (108) (120) 15,486 56 15,542
Total assets ................................................... ¥1,813,396 ¥207,096 ¥225,486 ¥170,788 ¥01,534 ¥2,418,300 ¥(369,811) ¥2,048,489

The Company and its consolidated subsidiaries are engaged in 
a single line of business usually classified as general trading, which
includes worldwide transactions in various commodities, financing for
customers and planning, and organizing and coordinating all kinds
of industrial projects on an international basis in conjunction with gener-
al trading.

Net sales of the Company and its consolidated subsidiaries for the
years ended March 31, 1999, 1998 and 1997, operating income for the
years ended March 31, 1999, 1998 and 1997, and total assets for the
years ended March 31, 1999 and 1998 by geographic area were as
follows:
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Millions of Yen

Year ended March 31, 1997 Japan Others Total Elimination Consolidated

Net sales:
Outside customers .............................................................................................. ¥3,611,399 ¥279,642 ¥3,891,041 ¥(0,000— ¥3,891,041
Inter-area............................................................................................................. 378,005 241,291 619,296 (619,296) —

Total................................................................................................................. ¥3,989,404 ¥520,933 ¥4,510,337 ¥(619,296) ¥3,891,041

Cost of sales and selling, general and administrative expenses............................ ¥3,977,695 ¥519,391 ¥4,497,086 ¥(620,137) ¥3,876,949

Operating income ................................................................................................... 11,709 1,542 13,251 841 14,092
Total assets ............................................................................................................. ¥1,892,305 ¥508,852 ¥2,401,157 ¥(345,935) ¥2,055,222

W Overseas trading transactions
Overseas trading transactions for the years ended March 31 were as follows:

Thousands of
Millions of Yen U.S. Dollars

1999 1998 1997 1999

Overseas trading transactions ......................................................................................... ¥1,831,818 ¥2,285,972 ¥2,224,409 $15,195,504
Shares of consolidated net sales ..................................................................................... 56.3% 59.4% 57.2%

Note: Overseas net sales consisted of the following, less intercompany transactions:
(1) Export sales and offshore trade by the Company and its domestic consolidated subsidiaries
(2) Sales by foreign consolidated subsidiaries except export sales to Japan

15. Subsequent Events
1) On May 18, 1999, the Company issued ¥3,000 million (U.S.$24,886
thousand) Euro-notes with Put-Option due on February 18, 2003. 

Coupon rate: 1.30 per cent. (fixed rate) for 1st 9 months 
(1999/5 to 2000/2)
LIBOR+1.50 per cent. for the following 12 months 
(to 2001/2)
LIBOR+ 2.00 per cent. for the 2nd following 12 months 
(to 2002/2)
LIBOR+2.50 per cent. for 3rd following 12 months 
(to 2003/2)

On May 26, 1999, the Company issued ¥10,000 million (U.S.$82,953
thousand) 2.42 per cent. unsecured notes due on May 24, 2002. 

On June 17, 1999, the Company issued ¥15,000 million (U.S.$124,430
thousand) 2.40 per cent. unsecured notes due on June 17, 2003. 

On June 25, 1999, the General Meeting of Shareholders approved the
payment of a cash dividend to shareholders of record as of March 31,
1999 of ¥2.00 per share, or a total of ¥834 million (U.S.$6,918 thousand). 
2) On April 28, 1999, it was found that the Company was involved in
complicated financing transactions. Details of the transactions are now
under investigation such as identifying the actual debtor, defining the
credit amount and its effect on the Company’s financial position or
results of operations. 

The outstanding receivables as of June 25,1999 are approximately
¥10,000 million.
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To the Board of Directors and Shareholders of 

Nichimen Corporation:

We have audited the accompanying consolidated balance sheets of Nichimen Corporation and its consolidated subsidiaries as of March 31, 1999

and 1998, and the related consolidated statements of operations, shareholders’ equity and cash flows for each of the three years in the period

ended March 31, 1999. 

Our audits were made in accordance with generally accepted auditing standards, procedures and practices in Japan and all relevant

auditing procedures as are normally required were carried out.

Based on our audit, we express the opinion that the above-mentioned consolidated financial statements present fairly the financial position of

Nichimen Corporation and its consolidated subsidiaries as of March 31, 1999 and 1998, and the results of their operations and their cash flows

for each of the three years in the period ended March 31, 1999, in conformity with generally accepted accounting principles in Japan applied

on a consistent basis.

Kobe, Japan

June 25, 1999

(Certified Public Accountants)

See note 1 to the consolidated financial statement which explains the basis of preparing

the consolidated financial statements of Nichimen Corporation and its subsidiaries under

Japanese accounting principles and practices. 

R e p o r t  o f  I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s
N i c h i m e n  C o r p o r a t i o n  a n d  C o n s o l i d a t e d  S u b s i d i a r i e s
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F i v e - Ye a r  S u m m a r y  ( C o n s o l i d a t e d  B a s i s )
Y e a r s  e n d e d  M a r c h  3 1

Millions of Yen (except per share data)

1999 1998 1997 1996 1995

For the year:
Net sales (Total trading transactions) ............................. ¥3,256,420 ¥3,849,811 ¥3,891,041 ¥4,907,259 ¥5,582,886
Gross trading profit ......................................................... 128,483 123,255 119,310 109,759 112,799
Operating income ........................................................... 21,464 16,873 15,529 11,721 20,423
Net income (loss) ............................................................ (21,774) 5,074 4,919 4,276 3,947

Ratios:
ROA................................................................................. — 0.25% 0.24% 0.20% 0.18%
ROE................................................................................. — 3.32% 3.25% 2.87% 2.68%
Assets turnover ............................................................... 1.73 1.88 1.89 2.32 2.61
Equity ratio ...................................................................... 6.76% 7.45% 7.36% 7.05% 6.88%

At year-end:
Total assets ..................................................................... ¥1,887,490 ¥2,048,489 ¥2,055,222 ¥2,114,956 ¥2,139,589
Net trade receivables...................................................... 587,838 620,554 648,838 617,215 598,251
Trade payables ............................................................... 274,719 303,614 317,022 318,363 305,215
Interest-bearing debt ...................................................... 1,416,141 1,520,019 1,514,818 1,566,152 1,604,790
Total shareholders’ equity ............................................... 127,594 152,608 151,217 149,130 147,219
Working capital ............................................................... 174,355 199,161 268,432 329,676 245,884

Per share data:
Net income (loss) ............................................................ ¥(51.86) ¥12.02 ¥11.61 ¥10.09 ¥9.32
Cash dividends ............................................................... 5.00 6.00 6.00 6.00 6.00
Shareholders’ equity ....................................................... 306 362 357 352 348
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