
 1. Overview

 The global economy began the year ended March 31, 

2013 uncertainly with a downbeat outlook for Japanese, 

U.S. and European economic recovery. While expected 

to benefit from growth in domestic demand, emerging 

countries experienced a decrease in exports to 

developed countries and reduced investment inflows.

 U.S. economic conditions subsequently improved, 

supported by monetary easing and the shale revolution. 

In the second half of the fiscal year, U.S. personal 

consumption firmed, the unemployment rate improved, 

and capital investment rebounded. However, the United 

States has not fundamentally resolved its fiscal 

challenges, and economic conditions remained 

inherently unstable.

 Europe appeared to have emerged from its sovereign 

debt crisis, but fresh turmoil periodically flared up, 

including a bailout in Cyprus. European economies 

consequently continued to contract.

 China’s economic growth rate declined to its lowest 

level since 1999 in the wake of cutbacks in public 

investment and a slump in exports to Europe, but the 

Chinese economy continued to grow robustly in 

comparison with the global economy.

 ASEAN economies performed relatively well despite a 

decrease in exports caused by slower economies in 

Europe, the United States and China. Solid domestic 

demand offset the decline in exports, which reduced 

downward pressure on growth rates.

 The Japanese economy appeared to have lapsed into 

recession in autumn 2012 as a result of the overseas 

economic slowdown coupled with yen appreciation. 

From the end of 2012, however, the yen began to 

depreciate and Japan’s equity market rallied in response 

to optimism surrounding the new government. The Abe 

administration subsequently launched economic 

policies that have encouraged widespread expectations 

of economic recovery. Overall, however, depressed 

growth worldwide affected Japan’s economy during the 

year ended March 31, 2013. 

 2. Business Results

 The Sojitz Group will complete its three-year Medium-

term Management Plan 2014 – Change for Challenge in 

the year ending March 31, 2015. During the year ended 

March 31, 2013, issues including the protracted debt 

problems in Europe and concerns about slowing 

economic growth in China and other emerging countries 

caused demand and prices to decrease for products 

that the Sojitz Group trades. Consequently, profit before 

tax decreased ¥30,405 million year on year to ¥28,052 

million. Profit attributable to owners of the Company 

was ¥13,448 million, compared with loss attributable to 

owners of the Company of ¥1,040 million for the 

previous fiscal year, due to the reversal of deferred tax 

assets in response to changes in Japan’s tax code.

 The following is an analysis of the Sojitz Group’s 

business performance for the year ended March 31, 2013.
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(1) Revenue

 Revenue decreased 12.9% year on year to 
¥1,747,750 million. By segment, revenue decreased 
9.5% in the Machinery Division, 17.5% in the Energy & 
Metal Division, 13.3% in the Chemicals Division, and 
10.8% in the Consumer Lifestyle Business Division. 
Revenue increased 13.2% in the Other segment.

(2) Gross Profit

 Gross profit decreased ¥29,821 million year on year 
to ¥187,245 million, largely because reduced trading 
volume and lower prices reduced gross profit in the 
Energy & Metal Division.

(3) Operating Profit

 Selling, general and administrative expenses were 
lower year on year, but operating profit decreased 
¥31,979 million to ¥25,493 million because of the 
decrease in gross profit.

(4) Profit before Tax

 Profit before tax decreased ¥30,405 million year on 
year to ¥28,052 million because of the decrease in 
operating profit.

(5)  Profit Attributable to Owners of 

the Company

 After deducting income tax expenses of ¥11,058 
million from profit before tax of ¥28,052 million, profit for 
the year was ¥16,993 million. Profit attributable to 
owners of the Company was ¥13,448 million, compared 
with loss attributable to owners of the Company of 
¥1,040 million for the previous fiscal year. 

 3. Segment Information

 Results by segment are as follows.
 Effective the year ended March 31, 2013, Sojitz 
changed its business segments, reclassifying its 
domestic real estate operations from the Consumer 
Lifestyle Business Division to the Other segment. In 
addition, the name of the former Chemicals & Functional 
Materials Division was changed to the Chemicals 
Division.

(1) Machinery

 Revenue declined 9.5% year on year to ¥326,512 
million largely because of the decrease in ship-related 
sales. Segment loss was ¥774 million, compared with 
segment profit of ¥6,275 million for the previous 
fiscal year.
 In the automotive business, global automobile 
demand is expanding due to factors including the 
moderate U.S. economic recovery. While results were 
firm in Southeast Asia and Central and South America, 
revenue decreased year on year because sales volume 
was lower than planned in some regions. We will 
strengthen operations in the strongly growing markets 
of Southeast Asia and Central and South America while 
creating new value to sustain growth.
 Sojitz has built up orders in the infrastructure project 
and industrial machinery business in Vietnam, Russia 
and other emerging countries where it is strong. In 
addition, major independent power producer (IPP) 
businesses in Saudi Arabia and Oman in which Sojitz 
invested in the year ended March 31, 2011 began 
commercial operation. Other moves to build a 

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

2012 2013

 Employee benefits expenses ............................................................................................................   80,111   80,654

 Traveling expenses ........................................................................................................................... 6,927 6,740

 Rent expenses ................................................................................................................................. 11,598 10,584

 Outsourcing expenses ...................................................................................................................... 10,772 10,179

 Depreciation and amortization expenses .......................................................................................... 6,632 6,616

 Others .............................................................................................................................................. 37,621 36,316

 Total ................................................................................................................................................. 153,663 151,091
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foundation for stable earnings over the medium to long 
term included acquiring preferential negotiating rights 
for IPP projects in Asia. Sojitz also contributed to 
emerging countries in ways such as becoming the first 
Japanese company to participate in a seawater 
desalinization project in the African country of Ghana.
 In the marine and aerospace business, Sojitz is 
improving profitability by replacing assets in the ship-
owning business. In the commercial aircraft business, 
we delivered a total of 31 aircraft to Japanese airlines as 
the import and sales consultant to The Boeing Company 
of the United States. Also, we delivered four aircraft to 
civilian customers as the sales agent for the commuter 
planes produced by Bombardier Inc. of Canada. Sojitz 
also concluded an agreement to expand Boeing’s 
cybersecurity business in the Japanese market.

(2) Energy & Metal

 Lower sales volume and prices caused revenue to 
decrease 17.5% year on year to ¥588,090 million. 
Segment profit decreased ¥12,338 million year on year 
to ¥12,726 million.
 In the energy business, equipment failures at some oil 
and gas interests in which Sojitz has invested caused a 
temporary decline in production volume. Production 
volume is expected to recover during the year ending 
March 31, 2014 following the completion of repairs. 
Sojitz also enhanced its ability to benefit from recent 

growth in demand in the liquefied natural gas (LNG) 
business by procuring LNG in North America, Africa and 
elsewhere and studying participation in LNG projects to 
respond to global energy demand.
 Production remained stable in the coal business. 
While coal prices decreased because of slower 
economic growth in emerging countries including China, 
an Australian coal mine in which Sojitz holds a 96% 
equity interest operated for all 12 months of the fiscal 
year without problems. Moreover, Sojitz decided to 
invest in a Chinese trading company that is developing 
the coal business in Mongolia with the goal of 
expanding its Mongolian coal distribution business and 
building a future supply chain that will span from 
production to sales. This will further strengthen our 
business foundation in the coal business.
 Similar to coal, prices in the steel and mineral 
resources business decreased during the past fiscal 
year. However, we completed expansion projects at a 
molybdenum mine in Canada, an alumina refinery in 
Australia, and a copper mine in Canada. Focusing on 
stable supply of resources and improved profitability, 
Sojitz will enhance price resilience by making these 
projects fully operational. In addition, iron ore mine 
development will support Sojitz’s preparations to 
establish a foundation of earnings from its own iron ore 
interests and an iron ore supply organization. We also 
strengthened cooperation with associate Metal One 
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Corporation to build a solid base for a steel business 
integrated from raw materials to finished product sales.

(3) Chemicals

 Lower demand in Europe, China and Asia caused 
revenue to decrease 13.3% year on year to ¥345,261 
million. Segment profit decreased ¥3,466 million year on 
year to ¥3,177 million.
 The Group’s business model for the Chemicals 
segment focuses on distribution. We work to increase 
earnings by investing in upstream businesses involved 
with strategic products such as industrial salt, rare 
earths and methanol to build a distribution value chain 
that ranges from the supply of raw materials to sales. All 
of these strategic products are basic raw materials, and 
we therefore expect business to grow in tandem with 
global economic development.
 In the chemicals business, demand decreased in 
Europe, China, Asia and elsewhere, but core methanol 
operations in Indonesia performed well.
 Subsidiary Sojitz Pla-Net Corporation acquired 
marketing rights for the bioplastic resins that a major 
South American chemical manufacturer produces from 
sugar cane and concluded an agreement with a Dutch 
resin manufacturer to jointly market heat-resistant 
bioresins in Japan and Asia. These initiatives exemplify the 
Sojitz Group’s focus on potential growth in the green 
chemicals business and its contribution to creating a 

sustainable society.
 Highlights from the ecological materials and 
resources business included investment in a business in 
Mexico that produces and sells barite, which is used for 
barium derivatives and in shale gas and oil extraction.
 In addition, a rare earths development project in 
Australia that Sojitz invested in and provided with debt 
financing in the year ended March 31, 2011 began 
commercial production in February 2013. We are also 
working to ensure stable supplies of chemical raw 
materials through projects such as the development of 
an industrial salt business in India. 
 In the life science business, subsidiary Sojitz 
Cosmetics Corporation enhanced its product lineup by 
making progress in developing its own cosmetics 
brands and launching a succession of new products in 
the naturecia brand.

(4) Consumer Lifestyle Business

 Revenue decreased 10.8% year on year to ¥435,248 
million due largely to lower seafood trading volume. 
Segment profit increased ¥3,022 million year on year 
to ¥7,367 million because of increased earnings from 
the overseas fertilizer business and overseas industrial 
park projects.
 In the food resources business, Kyodo Sojitz Feed 
Company Limited began producing animal feed in 
Vietnam using unique compound feed technology. Sojitz 
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and Koyushokucho Co., Ltd., one of Japan’s largest 
broiler integrators, also began a feasibility study on 
entering the broiler poultry business in Vietnam. These 
were components of our strategy for building a livestock 
feed supply chain using ASEAN’s largest specialized 
grain port of associate Interflour Vietnam Ltd. as a 
distribution base.
 In the agriculture and forest resources business, we 
operate Southeast Asia’s largest business that 
manufactures and sells high-quality compound 
fertilizers. Its solid performance during the past fiscal 
year drove revenue. In Japan, the building materials 
business benefited from its strength in plywood as sales 
were firm due to post-earthquake reconstruction 
demand and higher demand in anticipation of the 
increase in the consumption tax.
 Sojitz was active in the consumer service market. In 
the consumer goods distribution business, Sojitz and 
KOKUBU & Co., Ltd. promoted the modernization of 
distribution in Vietnam by jointly investing in one of the 
country’s largest food wholesalers, Huong Thuy 
Manufacture Service Trading Corporation, and making it 
a consolidated subsidiary of Sojitz. In the textiles 
business, subsidiary Daiichibo Co., Ltd. registered as a 
manufacturer of Fairtrade-certified products with the 
aim of increasing sales of these products. In the 
construction development business, the sale of lots at 
Long Duc Industrial Park in Vietnam began well.

(5) Other

 Revenue increased 13.2% year on year to ¥52,637 
million. Segment profit decreased ¥88 million year on 
year to ¥880 million.

 4. Financial Position

(1) Consolidated Balance Sheets

 At March 31, 2013, total assets were ¥2,150,050 
million, a decrease of ¥40,642 million from the end of 

the previous fiscal year. The depreciation of the yen 
increased the assets of equity-method associates 
through positive foreign currency translation differences, 
and inventories of cigarettes and fertilizer increased. 
Factors that reduced assets included a decrease in 
trade and other receivables due to the divestiture of a 
petroleum products sales company.
 At March 31, 2013, total liabilities were ¥1,738,751 
million, a decrease of ¥96,760 million from a year earlier. 
Among other factors, redemption of bonds and 
repayment of debt reduced interest-bearing debt, and 
the divestiture of the petroleum products sales company 
reduced trade and other payables.
 Total equity attributable to owners of the Company 
was ¥382,589 million, an increase of ¥52,627 million 
from a year earlier. The depreciation of the yen resulted 
in positive foreign currency translation differences on 
foreign operations. Other components of equity also 
increased because stock price movements and other 
factors increased financial assets measured at fair value 
through other comprehensive income. In addition, profit 
attributable to owners of the Company for the fiscal year 
ended March 31, 2013 increased retained earnings. 
 As a result, the equity ratio* was 17.8%. Net interest-
bearing debt, calculated as total interest-bearing debt 
less cash and, cash equivalents and time deposits, 
decreased ¥33,014 million from a year earlier to 
¥643,323 million, resulting in a net debt equity ratio (net 
DER) of 1.7 times at March 31, 2013.
*  The ratio of total equity attributable to owners of the Company to 

total assets

(2) Cash Flow

 For the year ended March 31, 2013, net cash 
provided by operating activities totaled ¥55,124 million. 
Net cash used in investing activities totaled ¥11,652 
million. Net cash used in financing activities totaled 
¥56,177 million. Cash and cash equivalents at the end 
of the fiscal year, including the effect of exchange rate 
changes on cash and cash equivalents, totaled 
¥424,371 million. 

Management’s Discussion and Analysis of Operations

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

2012 2013

 Net cash provided by operating activities........................................................................................    88,723   55,124 

 Net cash provided by (used in) investing activities ........................................................................... (42,280) (11,652)

 Net cash used in financing activities ............................................................................................... (29,530) (56,177)

 Cash and cash equivalents at the end of the year ........................................................................... 425,595 424,371 

 Free cash flow ................................................................................................................................ 46,443 43,471 

Sojitz Corporation     Annual Report 2013100



Business Strategies Management Foundation
The Sojitz Group’s 
Corporate Social 

Responsibility
Organization Financial SectionManagement Strategy

1) Cash Flows from Operating Activities
 Net cash provided by operating activities decreased 
¥33,599 million compared with the previous fiscal year 
to ¥55,124 million. Cash provided by decrease in trade 
and other receivables and profit for the year more than 
offset cash used in decrease in trade and other 
payables.

2) Cash Flows from Investing Activities
 Net cash used in investing activities decreased 
¥30,628 million year on year to ¥11,652 million. Cash 
provided by net proceeds from sale of investments and 
proceeds from sale of property, plant and equipment 
including interests and aircraft only partially offset the 
use of cash for purchase of property, plant and 
equipment, which included capital expenditures for 
interests and purchases of ships.

3) Cash Flows from Financing Activities
 Net cash used in financing activities increased 
¥26,647 million year on year to ¥56,177 million. In the 
year ended March 31, 2013, the use of cash for 
repayment of long-term borrowings and redemption of 
bonds exceeded proceeds from long-term debt and 
issuance of bonds.

(3) Liquidity and Funding

 In the year ended March 31, 2013, under Medium-
term Management Plan 2014 – Change for Challenge 
the Sojitz Group continued with its fundamental financial 
policy of maintaining and improving the stability of its 
funding structure. Specific measures included 
maintaining the target long-term debt ratio to create a 
stable funding structure while ensuring a stable financial 
base by maintaining sufficient liquidity to accommodate 
changes in economic and financial conditions. 
Consequently, as of March 31, 2013 the current ratio 
was 152% and the long-term debt ratio was 76%
 Unsecured bonds are one method Sojitz uses to 
procure long-term funding. Sojitz issued ¥10.0 billion in 
unsecured bonds in July 2012. Shortly after the close of 
the fiscal year ended March 31, 2013, Sojitz issued 
¥10.0 billion in unsecured bonds in April 2013 and 
¥10.0 billion in unsecured bonds in May 2013. Sojitz 
will continue to base future decisions to issue bonds 
on interest rates, market trends, appropriate timing 
and cost.

 Sojitz also ensures flexible access to capital and 
supplemental liquidity through a ¥100.0 billion 
commitment line and a multi-currency commitment line 
equivalent to US$300 million.

 5. Business and Other Risks

(1) Business Risks

 As a general trading company, Sojitz is engaged in a 
wide range of businesses globally, including buying, 
selling, importing, and exporting goods, manufacturing 
and selling products, providing services, and planning 
and coordinating projects, in Japan and overseas. The 
Group also invests in various sectors and conducts 
financing activities. These operations are inherently 
exposed to various risks. The Group defines and 
classifies risks and manages them in accord with their 
nature. For quantifiable risks (market risks, credit risk, 
business investment risk, and country risk), the Group 
conducts comprehensive risk management, measuring 
risks and monitoring them based on risk asset scores 
derived from risk measurements. Although the Group is 
strengthening and upgrading its risk management to 
deal with various risks, it cannot completely avoid 
these risks.

1) Risk of changes in the macroeconomic environment
 As a general trading company with global operations, 
Sojitz operates a wide range of businesses in Japan 
and overseas, including Machinery, Energy & Metal, 
Chemicals and Consumer Lifestyle Business. The 
Group’s earnings are influenced by political and 
economic conditions in Japan and other countries and 
the overall global economy. A global or regional 
economic slowdown could adversely affect the Group’s 
operating performance and/or financial condition.

2) Market risks
 The Group is exposed to market risks, including 
exchange rate risk associated with transactions 
denominated in foreign currencies in connection with 
international trade or business investments; interest rate 
fluctuation risk associated with debt financing and 
portfolio investment; commodity price fluctuation risk 
associated with purchase and sale agreements and 
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commodity inventories incidental to operating activities; 
and market price fluctuation risk associated with 
holding listed securities and other such assets. The 
Group pursues a basic policy of minimizing these 
market risks through such means as matching assets 
and liabilities (e.g., long and short commodity 
exposures) and hedging with forward exchange 
contracts, commodity futures/forward contracts, and 
interest rate swaps.

(a) Currency risk
 The Group engages in import and export transactions, 
and offshore transactions, denominated in foreign 
currencies as a principal business activity. Whereas 
the revenues and expenditures associated with such 
transactions are mainly paid in foreign currencies, 
the Group’s consolidated reporting currency is the 
Japanese yen. The Group is therefore exposed to the 
risk of fluctuations in the yen’s value against foreign 
currencies, and hedges its foreign currency exposure 
with forward exchange contracts to prevent or limit 
losses stemming from this currency risk. Even with such 
hedging, however, there is no assurance that the Group 
can completely avoid currency risk. The Group’s 
operating performance and/or financial condition 
could be adversely affected by unanticipated market 
movements. Additionally, the Group’s dividend income 
from overseas Group companies and the profits and 
losses of overseas consolidated subsidiaries and 
equity-method associates are largely denominated in 
foreign currencies. Their conversion into yen entails 
currency risk. The Group also owns many foreign 
subsidiaries and operating companies. When these 
companies’ financial statements are converted into 
yen, exchange rate movements could adversely 
affect the Group’s operating performance and/or 
financial condition.

(b) Interest rate risk
 The Group’s finances include credit terms for trade and 
other receivables, purchases of investment securities, and 
expenditures for property and equipment that are primarily 
funded with loans from financial institutions and bond 
issues. Sharp increases in interest rates that raise funding 

costs could affect income and expenses associated with 
assets and liabilities on the balance sheets, which could 
adversely affect the Group’s operating performance and/
or financial condition.

(c) Commodity price risk
 As a general trading company, the Group deals in a 
wide range of commodities in its various businesses. It is 
consequently exposed to the risk of commodity price 
fluctuations. For market-traded commodities, the Group 
manages exposures and controls losses by setting (long 
and short) position limits and stop-loss levels for each of 
its organizational units. The Group also imposes and 
enforces stop-loss rules (i.e., organizational units must 
promptly liquidate losing positions and are prohibited from 
initiating new trades for the remainder of the fiscal year if 
unit losses, including valuation losses, exceed the stop-
loss level). Even with these controls, however, there is 
no assurance that the Group can completely avoid 
commodity price risk. The Group’s operating performance 
and/or financial condition could be adversely affected 
by unanticipated market movements. The Group also 
monitors commodity inventories by business unit on a 
monthly basis to control inventory levels.

(d) Listed securities price risk
 The Group has large holdings of marketable 
securities. For listed shares in particular, the Group 
periodically confirms the rationale for holding a security. 
Nonetheless, a major decline in the stock market could 
impair the Group’s investment portfolio and, in turn, 
adversely affect the Group’s operating performance 
and/or financial condition.

3) Credit risk
 The Group assumes credit risk by extending credit to 
many domestic and foreign customers through a variety 
of commercial transactions. The Group mitigates such 
credit risk by objectively assigning credit ratings to the 
customers to which it extends credit based on an 
11-grade rating scale. The Group also controls credit 
risk by setting rating-based credit limits on a customer-
by-customer basis and enforcing the credit limits thus 
set. The Group also employs other safeguards (e.g., 

Management’s Discussion and Analysis of Operations
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collateral and guarantees) as warranted by the 
customer’s creditworthiness. Additionally, the Group has 
a system for assessing receivables in which it screens 
the customers to which it has extended trade credit to 
identify those that meet certain criteria. It then 
reassesses the selected customers’ creditworthiness 
and the status of the Group’s claims against these 
customers. Through this approach, the Group is 
endeavoring to more rigorously ascertain credit risk and 
estimate provisions to allow for doubtful accounts for 
individual receivables. For credit risk associated with 
deferred payments, loans, and credit guarantees, the 
Group periodically assesses whether profitability is 
commensurate with credit risk on a case-by-case 
basis. For transactions that do not generate risk 
commensurate returns, the Group takes steps to 
improve profitability or limit credit risk. 
 However, even with such credit management 
procedures, there is no assurance that the Group can 
completely avoid credit risk. If, for example, receivables 
are rendered uncollectible by a customer’s bankruptcy, 
the Group’s operating performance and/or financial 
condition could be adversely affected.

4) Business investment risk
 The Group invests in a wide range of businesses 
as one of its principal business activities. In doing 
so, it assumes the risk of fluctuations in the value of 

business investments including investments in interests. 
Additionally, because many business investments are 
illiquid, the Group also faces the risk of being unable to 
recoup its investment as profitably as initially anticipated. 
 With the aim of preventing and limiting losses from 
business investments, the Group has established 
standards for rigorously screening prospective business 
investments and monitoring and withdrawing from 
investments.
 In screening prospective investments, the Group 
analyzes business plans, including cash flow 
projections, and rigorously assesses the businesses’ 
prospects. It has also established procedures, including 
an IRR (internal rate of return) hurdle rate screen, to 
enable it to identify investments with the potential to 
generate returns commensurate with risk.
 Once the Group has invested in a business venture, it 
closely monitors the business through such means as 
periodic reassessment of the business’s prospects to 
minimize losses through early identification of problems. 
To identify problems with business investments at an 
early stage and minimize losses on divestiture or 
liquidation, the Group sets exit conditions and acts 
decisively to opportunely exit investments that have 
failed to generate risk-commensurate returns.
 Even with such procedures for screening prospective 
investments and monitoring existing investments, the 
Group cannot completely avoid the risk that investment 

● Country Risk Exposure (Year ended March 31, 2013) (Billions of yen)

 
Investments  Loans  Guarantees 

Operating 
receivables 

Cash and 
deposits, etc.

Other 
assets 

Country 
risk

Substantial 
country risk 

 Thailand .................................................. 1.5 0 0 40.0 11.5 8.2 61.2 64.3

 Malaysia .................................................. 0.4 0 0 3.8 0.5 1.2 5.9 4.7

 Indonesia ................................................ 6.4 0.1 0 13.4 5.2 15.2 40.3 52.6

 Philippines ............................................... 16.3 0.4 0 16.0 0.7 1.6 35.0 24.1

 China (including Hong Kong) .................. 11.5 0.3 0.3 40.0 6.3 4.4 62.8 60.0

  (China) ......................................... 10.1 0.3 0.3 30.8 4.4 1.2 47.1 49.8

  (Hong Kong) ................................ 1.4 0 0 9.2 1.9 3.2 15.7 10.2

 Brazil ....................................................... 2.6 0.5 0.2 9.6 3.1 9.5 25.5 45.1

 Venezuela ................................................ 0 0 0 6.6 7.1 13.3 27.0 27.0

 Argentina................................................. 0.4 0 0 3.5 0.1 1.9 5.9 3.7

 Russia ..................................................... 0.4 0 0 21.4 4.9 0.3 27.0 27.3

 Total ........................................................ 39.5 1.3 0.5 154.3 39.4 55.6 290.6 308.8

Note: Country risk exposure is based on Japanese GAAP.
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returns will fall short of expectations or the risk that 
businesses will fail to perform according to plan. 
Moreover, the Group could incur losses when exiting 
business ventures or may be precluded from exiting 
business ventures as intended due to circumstances 
such as relationships with partners in the ventures. 
Such events could adversely affect the Group’s 
operating performance and/or financial condition.

5) Country risk
 To minimize losses that may result from country risk, 
the Group recognizes that it must avoid concentrated 
exposure to any single country or region. In conducting 
business in countries that pose substantial country risk, 
the Group generally hedges against country risk on a 
transaction-by-transaction basis through such means 
as purchasing trade insurance.
 In managing country risk, the Group assigns country-
risk ratings to individual countries and regions and sets 
net exposure (gross exposure less trade insurance 
coverage and/or other country-risk hedges) limits based 
on the country’s size and assigned rating. The Group 
limits its net exposure to individual countries to no more 
than the net exposure limit. However, even with these 
risk controls and hedges, the Group cannot completely 
eliminate the risk that businesses will fail to perform 
according to plan or the risk of losses due to changes in 
political, economic, regulatory and societal conditions in 
the countries in which the Group conducts business 
activities or countries in which the Group’s customers are 
located. Such losses could adversely affect the Group’s 
operating performance and/or financial condition.

6) Impairment risk
 The Group is exposed to the risk of impairment of the 
value of its non-current assets, including real estate 
holdings and other property, equipment, goodwill and 
mining rights, as well as its leased assets. The Group 
recognizes necessary impairment losses at the end of 
the fiscal year in which they are identified. If assets 
subject to asset impairment accounting decline 
materially in value due to a decline in their prices, 
recognition of necessary impairment losses could 
adversely affect the Group’s operating performance 
and/or financial condition.

7) Financing risk
 The Group largely funds its operations by issuing 
bonds and borrowing funds from financial institutions. 
Accordingly, in the event of a disruption of the financial 

system or financial and capital markets, or a major 
downgrade of the Group’s credit rating by a rating 
agency, funding constraints and/or increased financing 
costs could adversely affect the Group’s operating 
performance and/or financial condition.

8) Environmental risk
 The Group regards environmental preservation as one 
of the most important management considerations. The 
Group has prescribed environmental policies and is 
proactively addressing environmental problems through 
such means as complying with environmental laws and 
regulations and assessing the environmental impact of 
prospective investments and loans and development 
projects. Despite such measures, the Group’s business 
activities could still pollute the environment. In such an 
event, the Group could incur costs due to project 
suspension, environmental remediation and purification, 
and/or litigation.

9) Compliance risk
 The Group’s diverse business activities are subject 
to a broad range of laws and regulations, including 
corporation laws, tax laws, anticorruption laws, antitrust 
laws, foreign exchange laws and other trade-related 
laws, and various industry-specific laws, including 
chemical regulations. To ensure compliance with these 
laws and regulations, the Group has formulated a 
compliance program, established compliance 
committees, and promotes rigorous regulatory 
compliance on a Group-wide basis. However, such 
measures cannot completely eliminate the compliance 
risk entailed by the Group’s business activities. 
Additionally, the Group’s operating performance and/or 
financial condition could be adversely affected by major 
statutory or regulatory revisions or application of an 
unanticipated interpretation of existing laws or 
regulations.

10) Litigation risk
 Litigation or other legal proceedings, such as 
arbitration, may be initiated in Japan or overseas 
against the Group in connection with the Group’s 
business activities. Such legal proceedings involve 
uncertainty, and while the Group cannot predict their 
outcome at present, they could adversely affect the 
Group’s operating performance and/or financial 
condition.

Management’s Discussion and Analysis of Operations
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11) Information system and information security risks
 The Group has prescribed regulations and 
established oversight entities, mainly internal 
committees, to appropriately protect and manage 
information assets. The Group also has implemented 
safeguards, such as installation of duplicate hardware, 
against failure of key information systems and network 
infrastructure. Additionally, the Group is endeavoring to 
strengthen its safeguards against information leaks 
through such means as installing firewalls to prevent 
unauthorized access by outsiders, implementing 
antivirus measures, and utilizing encryption 
technologies.
 While the Group is working to strengthen overall 
information security and prevent system failures, it 
cannot completely eliminate the risk of important 
information assets, including personal information, 
being leaked or damaged by an unknown computer 
virus or unauthorized access to its computer systems. 
Nor can the Group eliminate the risk of its information 
and communication systems being rendered inoperable 
by an unforeseeable natural disaster or system failure. 
In such an event, the Group’s operating performance 
and/or financial condition could be adversely affected, 
depending on the extent of the damage.

12) Natural disaster risk
 The Group could be directly or indirectly affected in 
the event of an earthquake, flood, storm, or other 
natural disaster that damages offices or other facilities 
or injures employees and their family members. The 
Group has prepared disaster response manuals, 
conducts disaster response drills, and has established 
an employee safety confirmation system and a business 
continuity plan, but it cannot completely avoid the risk 
of damage from natural disasters. The Group’s 
operating performance and/or financial condition could 
be adversely affected by natural disasters.

(2)  Risks Related to Medium-term Management 

Plan 2014

 As described in “6. Group Management Policy” 
below, the Group has formulated Medium-term 
Management Plan 2014 for the period ending March 31, 
2015 (April 1, 2012 to March 31, 2015). Despite the 
Group’s efforts, there is no assurance that all the targets 
of Medium-term Management Plan 2014 will be 
achieved. Initiatives directed at achieving the targets 
may not progress as planned or may not be as 
successful as anticipated.

 6. Group Management Policy

(1) Fundamental Policy

 Sojitz is committed to increasing corporate value 
by realizing the Sojitz Group Statement and its 
Management Vision of the company it aspires to 
become and the common principles it embraces.

Sojitz Group Statement

The Sojitz Group produces new sources of 
wealth by connecting the world’s economies, 

cultures and people in a spirit of integrity.

Sojitz Group Slogan

Sojitz Group Management Vision

♦  Unrelentingly enhance the Group’s trading 
company functions, as demanded by clients, by 
fully grasping and anticipating clients’ diverse 
needs (Function-oriented trading company)

♦  Take advantage of changes and continuously 
develop new business fields (Innovating trading 
company)

♦  Become a company in which each and every 
employee can work with pride and pursue 
challenges and explore opportunities to realize 
his or her own personal goals and ambitions 
(Open and flexible company)

♦  Seek to harmonize the Group’s corporate 
activities with the society and the environment 
by consistently putting the Group’s statement 
into practice (Socially contributive company)

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

and Targeted Performance Indicators

 On April 1, 2012, the Sojitz Group initiated Medium-
term Management Plan 2014 – Change for Challenge – 
under the theme of “Implement reforms in pursuit of 
growth initiatives” to increase corporate value. 

 The quantitative targets of Medium-term 
Management Plan 2014 are as follows.

Performance Indicator Target

Net debt equity ratio (DER) 2.0 times or lower
Return on assets (ROA) 2.0% or higher
Payout ratio Approximately 20%
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 Another crucial policy for achieving our quantitative 
targets is raising asset quality and efficiency. Rather 
than simply increasing assets, we will raise asset 
efficiency by replacing assets on a Group-wide basis 
with the objective of increasing earnings. Specifically, 
we will re-evaluate our rationale for each business and 
asset. We will then successively replace those without a 
strong rationale and those with a weak connection to 
our traditional businesses. At the same time, we will 
prioritize the allocation of the resources we acquire 
through this replacement process by concentrating 
investment in business focus areas.
 As shown in the chart on page 107, Medium-term 
Management Plan 2014 specifies business focus areas 
in which we plan to make investments and loans 
totaling ¥180 billion, with emphasis on emerging 
countries in Asia, Africa, South America and elsewhere.
 During the year ended March 31, 2013, the first year 
of the plan, we made investments and loans in business 
focus areas totaling approximately ¥44 billion to 
generate future growth. We also made progress in 
asset replacement by recovering capital totaling 
approximately ¥47 billion upon compressing assets 
of approximately ¥81 billion after reviewing specific 
businesses and assets.

 We will continue to replace assets, having sold 
real estate projects and other assets totaling 
approximately ¥20 billion at the start of the year 
ending March 31, 2014.

 7. Basic Policy on Dividends

 Sojitz considers the stable, continuous payment of 
dividends one of the most important management 
issues. An equally important issue is the need to 
enhance competitiveness and shareholder value by 
increasing internal capital reserves and using them 
effectively. Our basic policy under Medium-term 
Management Plan 2014 is a consolidated payout ratio 
of approximately 20%.
 Sojitz decided to pay a year-end cash dividend of 
¥1.50 per share for the year ended March 31, 2013 after 
considering factors including results for the fiscal year, 
total equity and requirements for funding investments in 
growth. Year-end dividends paid totaled ¥1,876 million. 
Including the interim dividend of ¥1.50 per share paid on 
December 4, 2012, cash dividends per share for the 
year ended March 31, 2013 totaled ¥3.00 per share, 
and dividends paid totaled ¥3,753 million.

Management’s Discussion and Analysis of Operations

In pursuit of greater achievements we will continue to reform ourselves as we strive to live 
up to new challenges. We aim to increase our corporate value based on this strong belief.

Improving corporate value and 
pursuing greater achievements

Implement Reforms in Pursuit of Growth Initiatives

Continue investing for growth
(Strategic allocation to business focus areas)

Foster human resources that are able to go 
the distance even in a business environment 

typifi ed by accelerating globalization

Strengthen earnings capacity by improving the 
quality of assets

Build up a structure and organization that 
enables its business to be creative, effi cient, 

and highly capable of managing risk

Enhance the financial foundation through the accumulation of shareholders’ equity
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Investment Category

＋ =

New investments and loans
in business focus areas:

¥120.0 billion ¥60.0 billion

Additional investments and
loans in existing businesses:

¥180.0 billion

Investment Objectives and Examples

Businesses aimed at 
expanding stable earnings

Expand existing businesses, and strive to accumulate assets and 
increase business earnings

Examples of businesses: Overseas IPP, coal interests and peripheral businesses, 
methanol

Businesses aimed at 
expanding earnings and 
adapting to structural shifts

Aim to innovate existing business models and strengthen earnings 
capacity over the medium to long term

Examples of businesses: Lithium, basic petrochemicals, fertilizer, grain trading

B
u

s
in

e
s

s
 fo

c
u

s
 a

re
a

s Businesses in anticipation 
of future growth

Construct new business foundations, aimed at monetization with a 
medium-to-long-term perspective

Examples of businesses: Renewable energy production, infrastructure improve-
ment, iron ore mining development

 Sojitz’s Articles of Incorporation permit the payment 
of interim cash dividends by the resolution of the Board 
of Directors as stipulated by Article 454, Paragraph 5 of 
the Companies Act of Japan. As a result, Sojitz’s basic 
policy is to pay dividends twice annually, with the interim 
dividend being approved by resolution of the Board of 
Directors and the year-end dividend being approved by 
the Ordinary General Shareholders’ Meeting.
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