
 1 Overview

 In the year ended March 31, 2014, an economic 

slowdown occurred in emerging countries, but the 

economies of the United States, Japan and other 

developed countries were relatively firm and moved 

toward recovery.

 The U.S. economy expanded moderately as the 

quantitative easing policy fueled recoveries in the 

housing market and consumer spending, along 

with increasing employment. The shift to domestic 

energy production and stabilization of prices due to  

the shale gas revolution also supported the country’s 

economic recovery. 

 In Europe, persistent high unemployment rates 

and other factors delayed the recovery of consumer 

spending. However, financial markets began to 

stabilize with the recovery of confidence in financial 

and fiscal policies, and European economies showed 

a gradual recovery trend as economic growth rates 

turned positive, led by Germany. 

 In China, while investment provided underlying 

support, growth weakened slightly as problems such 

as overinvestment in the past and the shadow 

banking system surfaced. 

 In emerging countries in Asia, outflows of capital 

and weaker inflows of direct foreign investment, in 

addition to slower growth in China, led to currency 

depreciation in countries with current account deficits. 

This created concerns about the possibility of import-

driven inflation and a downturn in domestic demand. 

 In Japan, domestic consumption rebounded with 

the depreciation of the yen and the rise in stock 
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prices, in addition to the Bank of Japan’s large-scale 

monetary easing policy and government spending. 

Together with a surge in demand toward the end of 

the fiscal year ahead of the consumption tax 

increase, this resulted in firm economic conditions. 

 2 Business Results

 In the year ended March 31, 2014, the second year 

of the Sojitz Group’s three-year Medium-term 

Management Plan 2014 – Change for Challenge, the 

economies of emerging countries slowed, while the 

economies of developed countries, including the 

United States and Japan, were firm as they trended 

toward recovery. The Sojitz Group posted gross profit 

of ¥198,221 million, up ¥10,976 million from the 

previous fiscal year, driven in part by solid growth in 

fertilizer sales in Southeast Asia. Profit attributable 

to owners of the Company amounted to ¥27,250 

million, up ¥13,802 million from the previous fiscal 

year. Impairment losses related to oil and gas field 

and ferroalloy interests and a foreign exchange loss 

related to an overseas automotive business subsidiary 

were outweighed by other factors, including an 

increase in share of profit of investments accounted for 

using the equity method that reflected the divestment 

of a bioethanol manufacturing company from 

consolidated results. 

 The following is an analysis of the Sojitz Group’s 

business performance for the year ended March 31, 2014.

 

Sojitz Corporation     Annual Report 2014 103



(1) Revenue
 Revenue increased 3.2% year on year to ¥1,803,104 

million. By segment, revenue increased 8.5% in the 

Machinery Division, 11.0% in the Chemicals Division, 

18.8% in the Consumer Lifestyle Business Division and 

52.3% in the Other segment. Revenue decreased 

20.4% year on year in the Energy & Metal Division. 

(2) Gross Profit
 Gross profit increased ¥10,976 million year on year 

to ¥198,221 million. This was primarily due to increased 

profit in the Consumer Lifestyle Business Division 

reflecting higher earnings in the overseas fertilizer 

business, and in the Machinery Division as a result of 

higher earnings in the overseas automotive business. 

(3) Operating Profit
 Despite the increase in gross profit, operating profit 

decreased ¥1,799 million to ¥23,694 million. The 

decrease resulted from an increase in net other 

expenses due to the impairment of oil and gas field and 

ferroalloy interests as well as a foreign exchange loss 

related to an overseas automotive business subsidiary. 

(4) Profit before Tax
 Profit before tax increased ¥15,981 million to 

¥44,033 million despite the decrease in operating 

profit. The increase was largely due to an increase in 

share of profit of investments accounted for using 

the equity method.  

(5)  Profit Attributable to Owners of 
the Company 

 Profit for the year totaled ¥32,083 million after 

deducting income tax expenses of ¥11,949 million 

from profit before tax of ¥44,033 million. Profit 

attributable to owners of the Company was ¥27,250 

million, up ¥13,802 million from the previous fiscal year.

 

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

2013 2014

 Employee benefits expenses ............................................................................................................   80,654 79,547

 Traveling expenses ........................................................................................................................... 6,740 7,067

 Rent expenses ................................................................................................................................. 10,584 10,158

 Outsourcing expenses ...................................................................................................................... 10,179 10,788

 Depreciation and amortization expenses .......................................................................................... 6,616 6,346

 Others .............................................................................................................................................. 36,316 37,720

 Total ................................................................................................................................................. 151,091 151,628

 3 Segment Information

 Results by segment are as follows.

(1) Machinery
 Revenue rose 8.5% year on year to ¥354,340 

million. Segment loss was ¥2,258 million, compared 

with ¥774 million in the previous fiscal year. The loss 

was due to an increase in other expenses, largely as 

a result of a foreign exchange loss related to an 

overseas automotive business subsidiary. 

 In the automotive business, global automobile 

demand was firm. Sales volume of automobiles 

handled by Sojitz rebounded in Russia and advanced 

steadily in Southeast Asia and Central and South 

America. Sojitz will work to strengthen the operating 

foundation of this business, giving particular attention 

to changes in the operating environment and risk 

management. 

 In the infrastructure project and industrial 

machinery business, two major independent power 

producer (IPP) businesses, an area of focus for 

Sojitz, began commercial operation in Oman in the 

Middle East. Sojitz also accumulated orders in 

emerging countries, where it is strong, including 

construction of track works for a freight railway in 

India and a gas turbine, ammonia plant and other 

projects in Russia. In Japan, Sojitz is participating in 

the mega solar business in four locations in Aomori 

Prefecture and elsewhere that will contribute to 

expansion of power generation from renewable 

energy throughout the country. This business is part 

of Sojitz’s efforts to build a foundation for stable 

earnings growth over the medium to long term. 

 In the marine and aerospace business, Sojitz 

delivered a total of 24 commercial aircraft to 

Japanese airlines in the year ended March 31, 2014 

as the import and sales consultant to The Boeing 

Company of the United States, and delivered one 
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aircraft to a domestic airline and one to a government 

agency as the sales agent for commuter planes 

produced by Bombardier Inc. of Canada. In addition, 

Sojitz continued to enhance profitability by replacing 

assets in its ship-owning business. 

(2) Energy & Metal 
 Revenue in this segment was ¥468,316 million, 

a decrease of 20.4% compared with the previous 

fiscal year due to divestment of a petroleum product 

sales subsidiary in the previous fiscal year. Segment 

profit decreased ¥3,450 million to ¥9,276 million. 

The decrease was due to an increase in other 

expenses, including impairment of oil and gas field 

and ferroalloy interests, which was partially offset by 

growth in the share of profit of investments accounted 

for using the equity method. 

 In the energy business, equipment repairs that 

commenced in the previous fiscal year were 

completed and production volume recovered at oil 

and gas fields in which Sojitz has interests. However, 

decreases in reserves of certain interests and other 

factors resulted in higher depreciation costs. In the 

liquefied natural gas (LNG) business, where demand 

is currently expanding, Sojitz is strengthening its 

organizational structure and is aiming to secure 

competitive LNG sources through projects in North 

America, Africa and other regions. 

 In the coal business, coal prices have been low, 

reflecting slower economic growth in China and other 

emerging countries. However, Sojitz is minimizing the 

effects of low prices with actions such as reduction of 

operating costs and management expenses at the 

coal mines in which it has interests. Sojitz will increase 

the volume of coal it handles by expanding its existing 

coal mining interests in Indonesia to meet rising 

demand for energy in emerging countries, primarily 

India and China. 

 In the steel and mineral resources business, similar 

to coal, prices of mineral resources such as 

molybdenum decreased due to the impact of slower 

economic growth in China and other emerging 

countries, but Sojitz will contribute to stable supply by 

continuing to improve operating efficiency by reducing 

costs. Sojitz will also strengthen cooperation with 

associated company Metal One Corporation to build a 

solid base for a steel business that is integrated from 

raw materials to finished product sales. 

(3) Chemicals
 Segment revenue rose 11.0% year on year to 

¥383,356 million, reflecting the positive impact of the 

weaker yen on businesses in Asia. Segment profit 

increased ¥4,756 million to ¥7,933 million. 

 In the chemicals business, Sojitz’s core methanol 

operations in Indonesia performed well, backed by 

strong market conditions. Sojitz also began a feasibility 

study on a gas chemical project in resource-rich Papua 

New Guinea in the South Pacific using natural gas 

produced in that country. 

 Consolidated subsidiary Sojitz Pla-Net Corporation’s 

profitability returned with the recovery of sales of 

plastic resins in Asia. 
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 In the ecological materials and resources business, 

although demand declined for rare earths, commercial 

production started at an industrial salt business in 

India and a business in Mexico that produces and 

sells barite, which is mainly used for shale oil and 

shale gas extraction. Sojitz invested in these 

businesses in 2011 and 2012, respectively.

 Revenue in this segment is primarily from trading. 

However, Sojitz is making business investments in 

upstream sectors of core products such as industrial 

salt, barite and methanol in anticipation of future 

growth. With these investments, Sojitz is aiming to 

enhance profitability by building a distribution value 

chain from supply of raw materials to sales. 

(4) Consumer Lifestyle Business
 Revenue rose 18.8% year on year to ¥516,927 

million due to an increase in feed material transactions 

and higher fertilizer sales volume in Southeast Asia. 

Segment profit increased ¥10,125 million to ¥17,492 

million, mainly due to higher share of profit from 

investments accounted for using the equity method. 

 In the foods resources business, Sojitz entered the 

agriculture, grain collection, storage and terminal 

business in Brazil with an investment in that country’s 

Cantagalo General Grains group. Sojitz will 

cooperate with other partners, including an associate 

that owns ASEAN’s largest special-purpose grain 

port in Vietnam, to build an agriculture and grain 

value chain between South America and Asia. 

 In the agriculture and forest resources business, 

Sojitz’s advanced chemical fertilizer manufacturing and 

sales operations in Southeast Asia performed well. 

In Japan, the building materials business benefited 

from its strength in plywood, posting solid sales. 

 In the consumer service market, Sojitz entered into 

a capital and business tie-up with City Mart Group, 

Myanmar’s largest retail and distribution group, for 

the development of the consumer goods and 

foodstuffs distribution and logistics business in 

Myanmar, where growth is expected.  

 In the construction development business, the 

sale of lots at industrial parks in Vietnam and 

Indonesia proceeded smoothly. Sojitz will continue 

to build a competitive business model by enhancing 

the functions of industrial parks and expanding 

related businesses. 

(5) Other
 Revenue increased 52.3% year on year to ¥80,163 

million due to the sale of real estate held for development 

and resale. Segment profit increased ¥2,743 million 

to ¥3,623 million. 

 4 Financial Position

(1) Consolidated Balance Sheets
 Total assets as of March 31, 2014 were ¥2,220,236 

million, up ¥70,186 million from the end of the previous 

fiscal year. The increase was due to a rise in investments 

accounted for using the equity method as a result of 

new investments and accumulation of profits, and to an 

increase in trade and other current receivables stemming 

from higher transaction volumes for wheat and other 

goods. These increases offset the decline in property, 
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acquisition of an agriculture and grain collection 

business as well as capital expenditures related to 

resource interests and solar power generation 

businesses. These outlays exceeded investment 

inflows, sources of which included sales of resource 

interests, ships and investment securities. 

3) Cash Flows from Financing Activities 

 Net cash used in financing activities decreased 

¥25,246 million year on year to ¥30,931 million. Uses 

of cash included repayment of long-term borrowings 

and redemption of bonds, which exceeded proceeds 

from issuance of bonds and new borrowings. 

(3) Liquidity and Funding
 In Medium-term Management Plan 2014 – Change 

for Challenge, the Sojitz Group is continuing its 

fundamental policy of maintaining and improving the 

stability of its funding structure. In addition to 

keeping the long-term debt ratio at the current level 

to create a stable funding structure, Sojitz works to 

ensure a stable financial base by maintaining 

sufficient liquidity to accommodate changes in 

economic and financial conditions. Consequently, as 

of March 31, 2014, the current ratio was 163% and 

the long-term debt ratio was 79%. 

 Unsecured bonds are one method Sojitz uses to 

procure long-term funds. Sojitz issued ¥10.0 billion 

in bonds in each of April, May and October 2013. 

After the close of the year ended March 31, 2014, 

Sojitz issued ¥10.0 billion in bonds with an eight-

year maturity in April 2014 and ¥10.0 billion in 

bonds with a 10-year maturity – the Company’s 

longest bond maturity period to date – in June 2014. 

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.

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

2013 2014

 Net cash provided by operating activities........................................................................................   55,124   46,997 

 Net cash used in investing activities ................................................................................................ (11,652) (24,469)

 Net cash used in financing activities ............................................................................................... (56,177) (30,931)

 Cash and cash equivalents at the end of the year ........................................................................... 424,371 420,658 

 Free cash flow ................................................................................................................................ 43,472 22,528 

Management’s Discussion and Analysis of Operations

plant and equipment resulting from the impairment of 

oil and gas field and ferroalloy interests. 

 Total liabilities amounted to ¥1,727,277 million, 

down ¥11,474 million from a year earlier. 

 Total equity attributable to owners of the Company 

was ¥459,853 million, an increase of ¥77,264 million 

from a year earlier. The increase was largely due to an 

increase in other components of equity resulting from 

exchange rate movements and stock price gains, in 

addition to profit attributable to owners of the Company 

for the year ended March 31, 2014. 

 As a result, the equity ratio* was 20.7%. Net 

interest-bearing debt, calculated as total interest-

bearing debt less cash and cash equivalents and time 

deposits, decreased ¥3,067 million from a year earlier 

to ¥640,256 million, resulting in a net debt equity 

ratio (net DER)* of 1.4 times as of March 31, 2014. 

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

attributable to owners of the Company.

(2) Cash Flow
 For the year ended March 31, 2014, net cash 

provided by operating activities totaled ¥46,997 

million, net cash used in investing activities totaled 

¥24,469 million, and net cash used in financing 

activities totaled ¥30,931 million. After adjusting 

these amounts for the effect of exchange rate 

changes, cash and cash equivalents at the end of 

the fiscal year totaled ¥420,658 million. 

1) Cash Flows from Operating Activities

 Net cash provided by operating activities 

decreased ¥8,127 million year on year to ¥46,997 

million. Outflows, including a decrease in trade and 

other payables, were outweighed by inflows from 

profit for the year and other items. 

2) Cash Flows from Investing Activities

 Net cash used in investing activities increased 

¥12,817 million year on year to ¥24,469 million. 

Investment outlays included payments for 

Sojitz Corporation     Annual Report 2014 107



(a) Currency risk

 The Group engages in import and export 

transactions, and offshore transactions, denominated 

in foreign currencies as a principal business activity. 

The revenues and expenditures associated with such 

transactions are mainly paid in foreign currencies, 

whereas the Group’s consolidated reporting currency 

is the Japanese yen. The Group is therefore exposed 

to the risk of fluctuations in the yen’s value against 

foreign currencies, and hedges its foreign currency 

exposure with forward exchange contracts and other 

measures to prevent or limit losses stemming from 

this currency risk. Even with such hedging, however, 

there is no assurance that the Group can completely 

avoid currency 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 raises funds by borrowing from financial 

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

trade receivables), invest in securities, acquire fixed 

assets, and for other purposes. An increase in funding 

costs due to a sharp rise in interest rates could 

adversely affect the Group’s operating performance 

and/or financial condition through income derived from 

and expenses incurred on assets and liabilities on the 

Group’s balance sheets.

(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 

 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 according to 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.

 Risks involved in the Sojitz Group’s businesses 

include, but are not limited to, the following risks.

1)  Risk of changes in the macroeconomic 

environment

 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 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 and hedging with 

forward exchange contracts, commodity futures/

forward contracts, and interest rate swaps. 
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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., 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 conducts thorough business process 

management, which includes periodic reassessment 

of the business’s prospects, to minimize losses by 

identifying problems early and taking appropriate 

action. To identify problems with business 

investments at an early stage or before they 

materialize and thus minimize losses on divestiture or 

liquidation, the Group sets exit conditions and acts 

decisively to opportunely exit investments that have 

failed to generate risk-commensurate returns.

 Even with such procedures for screening 

prospective investments and monitoring existing 

investments, the Group cannot completely avoid the 

risk that investment returns will fall short of 

expectations or the risk that businesses will fail to 

perform according to plan. Moreover, the Group 

could incur losses when exiting business ventures or 

may be precluded from exiting business ventures as 

intended due to circumstances such as relationships 

with partners in the ventures. Such events could 

adversely affect the Group’s operating performance 

and/or financial condition.

Management’s Discussion and Analysis of Operations
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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 hedges against country risk on a 

transaction-by-transaction basis in principle through 

such means as purchasing trade insurance.

 In managing country risk, the Group assigns nine-

level country-risk ratings to individual countries and 

regions based on objective measures according to the 

size of the country risk. It then sets net exposure 

(gross exposure less trade insurance coverage and/or 

other country-risk hedges) limits based on the 

country’s size and assigned rating. The Group limits 

its net exposure to individual countries to no more 

than the net exposure limit. 

 However, even with these risk controls and 

hedges, the Group cannot completely eliminate the 

risk that businesses will fail to perform according to 

plan or the risk of losses due to changes in political, 

economic, regulatory and societal conditions in the 

countries in which the Group conducts business or 

countries in which the Group’s customers are 

located. In particular, Venezuela has experienced 

inflation and the resulting institution of price controls. 

In addition, the country has imposed strict foreign 

currency controls, limiting access to convertible 

currencies and causing exchange rate volatility. 

These regulatory changes and the country’s volatile 

economic climate present the risk of impeding the 

progress of the Group’s business plans in Venezuela. 

Such events could adversely affect the Group’s 

operating performance and/or financial condition.

6) Impairment risk

 The Group is exposed to the risk of impairment of 

the value of its non-current assets, including real estate 

holdings, machinery, equipment and vehicles, goodwill 

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

Group recognizes necessary impairment losses at the 

end of the fiscal year in which they are identified. If 

assets subject to asset impairment accounting decline 

materially in value due to a decline in their prices, 

recognition of necessary 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 major 

downgrades of the Group’s credit rating by rating 

agencies, funding constraints and/or increased 

financing costs could adversely affect the Group’s 

operating performance and/or financial condition.

8) Environmental 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 

● Country Risk Exposure (Year ended March 31, 2014) (Billions of yen)

 
Investments  Loans  Guarantees 

Operating 
receivables 

Cash and 
deposits, etc.

Other 
assets 

Country 
risk

Substantial 
country risk 

 Thailand .................................................. 2.0 0.0 0.0 36.8 17.2 9.4 65.4 68.0

 Malaysia .................................................. 0.5 0.0 0.0 3.9 0.7 1.3 6.4 5.5

 Indonesia ................................................ 20.9 2.9 0.0 20.0 7.0 9.4 60.2 73.9

 Philippines ............................................... 18.0 0.3 0.0 17.9 1.6 1.8 39.6 24.6

 China (Including Hong Kong) ................. 15.9 0.4 0.4 60.4 8.1 4.4 89.6 86.7

  (China) ......................................... 14.0 0.4 0.4 47.7 4.3 0.9 67.7 72.1

  (Hong Kong) ................................ 1.9 0.0 0.0 12.7 3.8 3.5 21.9 14.6

 Brazil ....................................................... 20.1 0.5 0.2 6.7 3.1 10.3 40.9 62.6

 Venezuela ................................................ 0.0 0.0 0.0 8.5 12.7 13.3 34.5 19.8

 Argentina................................................. 0.4 0.0 0.0 3.5 0.3 1.9 6.1 2.8

 Russia ..................................................... 0.4 0.0 0.0 13.4 10.6 0.3 24.7 14.6

 Total ........................................................ 78.2 4.1 0.6 171.1 61.3 52.1 367.4 358.5
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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 

adversely impact the environment or be met with 

opposition from environmental groups or other 

organizations. In such events, 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 

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

laws, antitrust laws, foreign exchange laws and other 

trade-related laws, and various industry-specific laws, 

including chemical regulations. To ensure compliance 

with these laws and regulations, the Group has 

formulated a compliance program, established a 

compliance committee, and promotes rigorous 

regulatory compliance on a Group-wide basis. 

However, such measures cannot completely eliminate 

the compliance 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 (e.g., 

arbitration) may be initiated in Japan or overseas 

against or with the Group in connection with the 

Group’s business activities. Due to the uncertain 

nature of litigation and other legal proceedings, it is 

not possible at the present time to predict the effect 

that such risks might have on the Group. Nevertheless, 

such risks could adversely affect the Group’s 

operating performance and/or financial condition.

11)  Information system and information 

security risks

 The Group has prescribed regulations and 

established oversight entities, mainly 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/or 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). 

However, in its performance outlook for the year 

ending March 31, 2015, the Group projects that 

income will fall short of the targets set for the final 

year of Medium-term Management Plan 2014. 

Moreover, despite the Group’s efforts, initiatives 

directed at achieving the other targets of Medium-

term Management Plan 2014 may not progress as 

planned or may not produce the expected results. 

Management’s Discussion and Analysis of Operations
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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

 6 Group Management Policy

(1) Fundamental Policy
 The Sojitz Group is committed to increasing 

corporate value by realizing the Sojitz Group 

Statement below.

Sojitz Group Statement
The Sojitz Group creates value and

 prosperity by connecting the world 

with a spirit of integrity.

Sojitz Group Slogan

(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%

 A key policy for achieving our quantitative targets 

is raising asset quality and efficiency. We are raising 

asset efficiency by replacing assets on a Group-wide 

basis with the objective of increasing earnings 

without significantly changing our scale of assets. 

Specifically, we are re-evaluating our rationale for 

each business and asset, and then successively 

replacing those that no longer show a strong 

rationale and those with a weak connection to our 

existing businesses. At the same time, we are 

prioritizing the allocation of the resources we acquire 

through this replacement process by concentrating 

investment in our business focus areas.

 As shown in the chart on page 113, 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. 
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Areas of Investment

＋ =

New investments and loans
in business focus areas:

¥120.0 billion ¥60.0 billion

Additional investments and
loans in existing businesses:

¥180.0 billion

Policies and Examples of Main Businesses

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

sin
e

ss 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

 New investments and loans totaled approximately 

¥44 billion in the year ended March 31, 2013. In the 

year ended March 31, 2014, we made investments 

and loans of approximately ¥54 billion, including 

investments in an agriculture, grain collection, 

storage and terminal business and in the solar 

power generation business. At the same time, we 

compressed assets by approximately ¥81 billion in 

the year ended March 31, 2013 and ¥49 billion in 

the year ended March 31, 2014, including the sale 

of real estate and other assets. As a result, we have 

nearly achieved the planned cumulative amount of 

asset compression in the Medium-term 

Management Plan within the first two years. 

 In the year ending March 31, 2015, the final year 

of the Medium-term Management Plan, we will 

accelerate the pace of investments and loans, 

primarily in the foods resources and overseas 

infrastructure businesses.

 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 

¥2.00 per share for the year ended March 31, 2014 

after considering factors including results for the fiscal 

year, total equity and requirements for funding 

investments in growth. Year-end dividends paid 

totaled ¥2,502 million. Including the interim dividend 

of ¥2.00 per share paid on December 3, 2013, cash 

dividends per share for the year ended March 31, 

2014 totaled ¥4.00 per share, and dividends paid 

totaled ¥5,004 million.

 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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