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Achieved financial soundness goals

 Balance-sheet-based management is a key 

phrase that comes up repeatedly as Sojitz executes 

its strategies. The income statement is an outcome; 

our asset portfolio determines how much income 

we generate. We are not fixated on short-term 

earnings. Instead, we emphasize a quality asset 

portfolio that generates favorable results over the 

medium to long term. This perspective is essential 

to ensure the future value of a going concern, 

especially a trading company.

 Chief Financial Officer Yoshio Mogi uses the 

example of a hen and an egg when explaining 

balance-sheet-based management at venues such 

as employee training. The egg is the profit, the hen 

is the asset. Producing many more eggs than 

needed weakens the hen. The hen must be strong 

and healthy in order to steadily produce eggs over 

the long term. While awareness and control of asset 

quality are key points for management, CFO Mogi 

believes that ongoing Company-wide efforts to raise 

awareness have made employees conscious of 

balance-sheet-based management.

 Sojitz has been rigorously quantifying risk in 

managing its assets over the past several years. For 

example, we reduced inventory by approximately 

¥110.0 billion during the previous medium-term 

management plan, Shine 2011, after reviewing 

optimum inventory levels. We also significantly 

reduced volatile shareholdings after revising ownership 

criteria. As a result, the net debt equity ratio (DER) 

improved from 2.7 times as of March 31, 2009 in the 

aftermath of the 2008 financial crisis to 2.0 times as of 

March 31, 2012 and 1.7 times as of March 31, 2013. 

Thus we further enhanced the soundness of our 

financial foundation.

¥52.6 billion

Increase in total equity (March 31, 2013 vs. March 31, 2012) 

Instilling Balance-sheet-based 
Management
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 At the same time, increasing total equity is a major 

financial issue for Sojitz. The strong yen and weak 

stock prices of the past several years weakened our 

total equity. Our goal of generating growth in emerging 

countries requires us to hold a certain amount of 

emerging country currency, but until now negative 

foreign currency translation adjustments have been 

substantial. We need to smooth this volatility by further 

raising the sophistication with which business divisions 

manage their level of foreign currency holdings while 

increasing total equity by generating earnings. Sojitz 

has focused on strict balance sheet management, 

including foreign currencies, and on strengthening its 

earnings foundation. Since the inauguration of a new 

government in Japan in December 2012, the U.S. 

economy has recovered while Japan’s economy has 

experienced a turnaround supported by a weaker yen 

and higher stock prices. As of March 31, 2013, total 

equity exceeded our plan at the start of the fiscal year, 

increasing ¥52.6 billion from a year earlier to ¥382.6 

billion, partly because of the earnings each division 

generated.  

 Our early adoption of International Financial 

Reporting Standards (IFRSs) for the annual securities 

report for the year ended March 31, 2013 is another 

part of our financial reforms. This change in reporting 

will help investors achieve a proper understanding of 

Sojitz and improve convenience. In addition, a 

consistent accounting standard will expedite the 

establishment of joint ventures and the due diligence 

process in our international operations.

 Under Medium-term Management Plan 2014, we 

aim to transform Sojitz into a company that can take 

bigger risks by fundamentally strengthening our 

earnings and finances, which will enable the next 

phase of growth. We are making significant progress 

in the core theme of asset replacement, and asset 

quality is improving. Despite sharp decreases in 

resource prices and other major changes in the 

assumptions underlying new investments and loans, 

we have positive expectations for our investment 

and loan plan because of the timely revisions we 

have made.

 Sojitz will continue to intensify its initiatives to raise 

asset quality and further strengthen its financial 

foundation.

0.3 percentage point 
improvement

Net DER (March 31, 2013 vs. March 31, 2012)

2013
▲   

Total Equity Attributable to Owners 
of the Company

Reforms That Help Us Capture 
Important Opportunities

Introduced IFRSs
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