
Initiatives to Strengthen Portfolios
 For the Sojitz Group to achieve sustained growth, it 

is essential to build a stable, strong earnings foundation. 

We must identify and allocate management resources 

to areas of growth and areas in which we can exert our 

strengths. In April 2009, Sojitz established the Portfolio 

Management Committee to build a quality asset 

portfolio and an optimal business portfolio by 

promoting the reallocation of management resources.

 In the year ended March 31, 2010, the first year of the 

medium-term management plan, the Portfolio 

Management Committee chaired by the Executive Vice 

President of Corporate Management made balance sheet 

optimization a priority task and worked to improve and 

strengthen the balance sheets. As a result, we reduced the 

net debt equity ratio from 2.7 times as of March 31, 2009 

(following the collapse of Lehman Brothers) to 2.1 times 

as of March 31, 2010. We also reduced the ratio of risk 

assets to shareholders’ equity from 1.1 as of March 31, 

2009 to 0.9 as of March 31, 2010. 

 In the year ended March 31, 2011, the second year 

of the plan, the President & CEO chaired the Portfolio 

Management Committee, leading efforts to achieve 

sustained growth. Focusing on risk and return, the 

Committee deliberated asset replacement and the 

reallocation of management resources to growth areas. 

Issues discussed included the necessary earnings 

structure and composition of assets and businesses for 

achieving sustained growth. 

 In the year ending March 31, 2012, we will continue 

working to build the optimal business portfolio and 

accelerate our efforts to achieve sustained growth.

Evaluation of Risk and Return
Using SCVA
 Since 2004, the Sojitz Group has used a common 

management indicator known as Sojitz Corporation 

Value Added (SCVA). SCVA is the sum of capital cost 

(risk assets multiplied by the shared cost rate) reflecting 

risk deducted from profit. It is a quantitative indicator 

that measures the balance between risk and return for 

each business unit meticulously categorized by 

business model. It also serves as a standard for 

qualitative evaluation of market growth potential and 

competitive advantage that indicates the priorities of 

each business unit. We will continue to use SCVA as a 

tool in building our business portfolio, for reallocating 

management resources when withdrawing from 

businesses that have low profitability and investing in 

growth areas.

Basic Risk Management Policies
 As a general trading company, the Sojitz Group is 

engaged in a diverse, globally dispersed range of 

businesses. Due to the nature of its businesses the 

Group is exposed to a variety of risks. 

 In compliance with its Basic Code of Corporate Risk 

Management, the Sojitz Group defines and categorizes 

risk, and manages it according to the nature of each 

risk. For quantifiable risks such as market risk, business 

investment risk, credit risk and country risk, integrated 

risk management involves quantifying risk and 

managing it based on a calculation of risk assets. Non-

quantifiable risks such as legal risk, compliance risk, 

environmental risk, financing risk, disaster risk and 

system risk are managed in the same manner as 

quantifiable risks, using the Plan-Do-Check-Act (PDCA) 

cycle for reporting the status of the risk and other 

issues to management, based on the Risk Management 

Policy and Plan formulated by the executive officer 

responsible for managing that risk.

Risk Measurement and Control
 The aims of integrated risk management are to 

1) control numerically quantified risk so that it is within 

the scope of the strength of the Company (its 

shareholders’ equity), and 2) maximize earnings in line 

with the level of risk exposure. In other words, the 

Sojitz Group manages risk with a focus on both 

acceptability and profitability. 

 The Sojitz Group’s objective for risk control has been 

to manage risk assets so that they total less than 

shareholders’ equity. We are currently promoting risk 

control with this objective under Shine 2011 by working 

to accumulate quality businesses and assets through new 

investment. On the other hand, the Sojitz Group has a 

policy of steadily replacing underperforming risk assets 

to build a quality, resilient balance sheet. This policy 

involves withdrawing from business with low 

profitability and revising the existing portfolio. As a 
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systems and risk management policy and measuring 

risk. Risk Management Department 1 and Risk 

Management Department 2 are in charge of examining 

individual business proposals and monitoring business 

investments. This structure facilitates fast and 

meticulous operations. 

 The Finance & Investment Deliberation Council 

chaired by the Executive Vice President of Corporate 

Management examines each new investment and loan 

proposal. The council has established rules to visualize 

risks to facilitate deliberation. For example, single page 

documents are required, covering downside scenarios 

as well as expected scenarios. The general managers of 

Risk Management Department 1 and Risk Management 

Department 2, not the relevant business division, 

explain proposals to ensure objective evaluation of risk. 

 Simply establishing rules is not sufficient to build a 

risk management system. Rather, the system must 

permeate the work of all employees who run it. In 

order to spread awareness of risk management to all 

employees, the risk management departments provide 

training for groups of employees prior to their 

promotion to management positions and for managers 

at Group companies. Training entails the use of case 

studies of actual situations to learn from the mistakes 

of the past. Going forward, we will work to expand the 

scope of training and further spread awareness of risk 

management issues.

result of these initiatives, the ratio of risk assets to 

shareholders’ equity as of March 31, 2011 was 0.9, 

maintaining a level in line with our target of 1.0 times or 

less. We will continue to steadily reallocate risk assets in 

order to strengthen the balance sheet.

 The Sojitz Group also employs level of risk exposure 

when examining individual investment projects as part 

of new investment discussions. In addition, risk for all 

projects is measured quarterly and reported to the 

Board of Directors and the Management Committee, 

and each business unit receives results of analysis of 

the change in risk assets for application in day-to-day 

risk management activities.
Note:  Please refer to pages 94 to 97, “7. Business and Other Risks” 

in the “Management’s Discussion and Analysis of Operations” 
for information on each risk category.

Risk Management System
 Sojitz continues to strengthen and increase the 

sophistication of its risk management while enhancing 

and expanding its risk management system. We 

reviewed the system to further enhance the awareness 

and practice of risk management in operations 

throughout the entire Group and now carry out risk 

management in a three-department structure 

consisting of Risk Management Departments 1 and 2, 

and the Risk Management Planning Department. The 

Risk Management Planning Department is in charge of 

the planning and establishment of overall rules, 
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■ Shareholders’ equity (Left scale)　■ Risk assets (Left scale)　■ Net interest-bearing debt (Left scale)

     Net DER (Right scale)　　Risk assets ratio (Risk assets/Shareholders’ equity) (Right scale)
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     Net DER (Right scale)　　Risk assets ratio (Risk assets/Shareholders’ equity) (Right scale) (Billions of yen) (Times)

■  Shareholders’ Equity and Risk Assets
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