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Medium-term Management Plan 2017—Challenge for Growth

Growth Strategies and Measures

Expand and create revenue-generating businesses
Expand foundations for generating stable earnings

Create clusters of profi table businesses

Strengthen and acquire functions 

in accordance with strategies

Value creation and

increased competitiveness

Improved profi tability and 

cash-generating capacity

Speed up management by shifting to a new organizational structure
Construct an asset portfolio representative of

Sojitz’s unique strengths and identity
Implement growth strategies for overseas regions

Enhance and fully leverage Company 
strengths, expertise and capabilities

Create and capture new business fi elds in 
response to demands and changes in 

growth markets and industry structures

Growth 
Strategies

Measures

Function-based value 
creation cycle
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Message from the President and CEO

Yoji Sato
President and CEO
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Focused on Growth and Rapid 

Value Creation

 Challenge for Growth. This is the subtitle of Medium-

term Management Plan 2017, covering the three years 

ending March 31, 2018. This plan is a value creation 

strategy to dramatically shift Sojitz’s focus to growth, 

supported by the operating and financial foundations 

it has built.

 By the end of the previous medium-term management 

plan, Sojitz had rigorously strengthened its financial 

foundation, improved asset quality and established an 

earnings structure based on cash flow. We had also 

strengthened and accelerated non-resource businesses 

with the intention of structuring our business portfolio for 

greater resilience to market changes and risk. As a result 

of our efforts, and backed by favorable exchange rates 

and the recovery in stock prices, we earned external 

praise for our financial foundation in ways such as 

increasing total equity to more than ¥500 billion and 

reducing net DER to around 1.1 times, well below the 

previous medium-term management plan target of 2.0 

times. We were also able to structure a stable earnings 

foundation that gives us a degree of control in managing 

earnings volatility.

 I have been telling internal and external constituencies 

that we want to consistently generate profit for the year of 

¥50 billion or more. One of the quantitative targets of 

Medium-term Management Plan 2017 is profit for the 

year of ¥60 billion or more by the year ending March 31, 

2018, which means that we want to build an earnings 

foundation that consistently generates profit for the year 

of ¥50 billion or more. If we maintain our current 

shareholder return policy of a payout ratio around 25% 

with this level of profit, it will allow us to pay dividends 

totaling ¥12.5 billion. Bottom line, it means we make the 

cut for double-digit dividends of ¥10 per share.

 Dividends aside, we also expect a different level of 

capital for reinvestment than we have had in the past. 

Subtracting dividends totaling ¥12.5 billion from profit for 

the year of ¥50.0 billion leaves ¥37.5 billion annually, 

We are aiming to consistently generate profit 
for the year of ¥50 billion or more.

We completed the “change” stage in “Change for Challenge,” the subtitle of Medium-term 

Management Plan 2014, and made “Challenge for Growth” the subtitle of Medium-term 

Management Plan 2017. To ensure further progress in the year ending March 31, 2019 and 

beyond, we will expand our stable earnings foundation by taking on new challenges for 

future growth with the support of our stakeholders.
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 We have built our earnings foundation by confronting 

and overcoming various challenges one by one, including 

the management restructuring following the merger 

that created Sojitz and the financial crisis of 2008. 

We have repurchased and cancelled the preferred 

shares we issued, restructured our finances, rebuilt our 

businesses and improved asset quality. It has not been 

an easy or stress-free path, and our front-line employees 

in particular have made stellar efforts.

 Our ability to successfully take on challenges is one of 

our strengths, and it will drive our growth in the future. Yet 

we need to create more new value than ever to generate 

rapid growth. If we can clearly see the mountains we 

must climb, we can push forward with a sense of urgency 

 Uncertainty heightened in the global economy during 

the year ended March 31, 2016. Growth slowed in 

emerging countries including China and resource prices 

fell sharply. These and other factors had a major impact 

on Sojitz and other general trading companies.

 In this challenging operating environment, Sojitz 

increased profit for the year (attributable to owners of the 

like we have in the past. However, the mountains we 

now face are not as clearly defined as those we have 

climbed in the past, yet we absolutely must conquer 

them to grow. We must plot our own future and take on 

these challenges with a sense of urgency. This path to 

growth requires us to further enhance the capabilities 

of our people.

 Our people are very talented. When I became president 

and CEO, I said I wanted Sojitz to be a company where 

people can take on challenges, and we have created the 

foundation for that. We must continue to invest resources 

in developing our people, and accelerate growth by 

effectively linking the desire of each employee to execute 

and achieve with corporate growth and strategy.

Company) 10.4% year on year to ¥36.5 billion, which was 

91% of our initial plan of ¥40.0 billion. Results were firm 

overall. In the two divisions that deal in resources, Energy 

and Metals & Coal, performance was unfavorable due to 

factors including the recording of impairment losses. 

However, in the other seven divisions results were solid as 

efforts to reinforce earnings foundations and accelerate 

We have the ability to successfully take on challenges, and will 
continue to develop the capabilities of our people further.

We successfully reinforced our foundations in the 
year ended March 31, 2016. 

which over three years will exceed ¥100.0 billion. 

Combining this with an equal amount of capital recovered 

from investments and increased funding capacity as a 

result of greater total equity, we can assume that more 

than ¥300.0 billion will be available for investment over 

the three years of the plan, even without including the free 

cash flow we have already built up. We will have more 

flexibility than ever in selecting investments.

 While we will need to revisit issues such as dividends 

levels, stepping up to a higher stage at which we will 

consistently generate profit for the year of ¥50.0 billion 

proves that we have been making the right moves, and is 

sure to give our employees confidence.
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 For the year ending March 31, 2017, we are aiming at 

profit for the year of ¥40.0 billion, an increase of 9.6% year 

on year, or ¥3.5 billion, with the steady contribution to 

revenue from non-resource businesses compensating for 

the continued weakness in resource prices that we expect. 

We also forecast ROA of 1.9% and ROE of 7.5%, which will 

represent strong progress toward achieving the quantitative 

targets of Medium-term Management Plan 2017. 

 We will expand in specific business fields that leverage 

our unique strengths under the theme of expanding and 

creating clusters of revenue-generating businesses during 

Medium-term Management Plan 2017. We introduced a 

new organizational structure in April 2015 to promote our 

value creation strategy of creating clusters of revenue-

generating businesses that earn ¥5.0 billion to ¥10.0 billion 

in profit for the year. To increase speed and to visualize 

earnings and risk, we switched from a four-division to a 

 We will provide shareholder returns with stable and 

continuous dividends while raising our target payout 

ratio to 25% from Medium-term Management Plan 2017 

because of the priority we place on increasing our 

competitiveness and shareholder value. Therefore, based 

on our performance outlook for the year ending March 

31, 2017, we forecast cash dividends per share of ¥8.

nine-division structure for grouping our businesses. As a 

result, we have clarified the authority and responsibilities 

of each division COO, which has accelerated decision-

making. COOs are more energized because they now 

determine and execute their visions for the future, which 

is a healthy change.

 Under the new structure, the Aerospace & IT Business 

Division, Infrastructure & Environment Business Division, 

and Retail Division will generate growth by acquiring 

We will provide shareholder returns with stable and continuous dividends.

We will continue to create clusters of revenue-generating businesses.

growth contributed as initially forecasted. We also made 

steady progress toward our Medium-term Management 

Plan 2017 targets for return on assets (ROA) of 2% or 

higher and return on equity (ROE) of 8% or higher by 

increasing ROA 0.2 percentage points year on year to 

1.7% and ROE 0.3 percentage points to 6.8%. 

Automotive

Aerospace &
IT Business

Infrastructure &
Environment
Business

Energy

Metals & Coal

Chemicals

Foods &
Agriculture
Business

Lifestyle
Commodities &
Materials

Retail

¥10.0 billion¥5.0 billion ¥10.0 billion¥5.0 billionProfit (Loss) for the Year
(Attributable to Owners of the Company)

Profit (Loss) for the Year
(Attributable to Owners of the Company)

Division
Year ended March 31, 2016 Results

Year ending March 31, 2017 Forecasts

5.9

5.0

9.0

9.5

4.7

3.0

5.0

5.0

3.1

4.5

3.4

4.0

3.1

4.5

2.2

6.5

(6.9)

(2.0)

Revenue-Generating Business Clusters That Generate ¥5.0 Billion to ¥10.0 Billion in Profit 

for the Year, by Segment
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Year ended March 31, 2016
Investment and Loan Total

Year ending March 31, 2017
Investment and Loan Total 

(Forecast)

Major Investments and Loans in the Year Ended March 31, 2016
Focus Areas

¥125.0 billion¥71.0 billion

Approx. 

¥5.0 billion

Expected
contribution to profit
for the year ending 

March 31, 2018 
from investments and
loans in focus areas

Focus areas included in above

¥90.0 billion

Focus areas included in above

¥31.0 billion

Automobile related businesses

Renewable energy

Chemicals related businesses

Aircraft related businesses 

Infrastructure related businesses 

ASEAN retail businesses

▶ Automobile dealership in the U.S.
▶ Automobile dealership in Brazil
▶ Aircraft part-out business
▶ Solar power generation business 
 in Japan
▶ Train maintenance, repair 
 and overhaul (MRO) 
 business in Canada 

▶ IPP project in Sri Lanka
▶ Convenience store business 
 in Vietnam
▶ Logistic business in the U.S.
▶ CAPEX of resource businesses

 New investments and loans and risk management 

are key to creating clusters of revenue-generating 

businesses. Given experiences such as the financial 

crisis of 2008, we will work urgently to acquire stable 

earnings with continued emphasis on quality assets 

that generate cash flow.

 During the three years of Medium-term Management 

Plan 2017, we plan to make investments totaling 

¥300 billion, which we will fund primarily using the free 

cash flow we have generated to date and the capital 

recovered through asset replacement in addition to 

borrowings. We intend to intensify risk management 

from the initial stage of project composition while making 

new investments and loans.

 M&A is one important way of investing. We have had 

the desire to engage in M&A, but have refrained for 

organizational and experience reasons. With our shift in 

focus to growth, we established the Strategic Investment 

Office in April 2016. We are currently engaged in 

preliminary surveys and case studies, and hope to start 

doing deals in the second half of the year ending March 

31, 2017 to the year ending March 31, 2018. However, 

internally I have repeatedly instructed our people not to 

make investments that do not generate cash, and we 

have absolutely no intention of making investments that 

do not generate enough cash to contribute to profit.

 We made investments and loans totaling ¥71.0 billion 

during the year ended March 31, 2016 mainly in core 

Sojitz will make approximately ¥300 billion in new investments and loans.

new functions and creating new business fields. We will 

grow in the remaining six divisions largely by building 

up existing businesses, broadening their foundations 

and expanding the regions they serve. In addition, we 

believe that building revenue models that involve both 

trade and business investment is critical in these 

businesses, so we will aggressively make business 

investments in functions throughout value chains. 

(Please refer to pages 62 to 97 for details about the 

value creation strategy of each division.)

Results and Plans for Investments and Loans
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 Thus, we will focus on growth and rapidly create value. 

As we do so, we will emphasize our concept of two types 

of value.

 Sojitz’s history of creating value to address social 

issues started with the foundation of its predecessors, 

Suzuki & Co., Ltd., Iwai Sangyo Co., Ltd. and Japan 

Cotton Trading Co., Ltd. Examples of this value include 

the procurement of energy resources, infrastructure 

creation, and the construction of supply and distribution 

networks. One type of value is value we gain for ourselves, 

including human resource capabilities, business expertise 

and earnings that enhance our business foundation. 

The other type of value we create is returned to society 

as solutions that contribute to the development of the 

economy, industry and daily life. Our ideal has been and 

will continue to be to maximize shared value, where 

benefits for Sojitz and society overlap. Companies that do 

not generate profit have a limited ability to contribute to 

society. Consistently generating sustainable profit allows 

us to fulfill more roles. The Kumamoto Earthquake 

occurred in 2016. Sojitz provided disaster support for the 

afflicted area, and we want to be a company that creates 

greater value so we can make a greater contribution.

 The acronym ESG, which stands for environment, 

society and governance, has become increasingly 

prominent in recent years. I interpret ESG as a call for 

companies to clearly explain their social value and role. 

It reflects people’s desire for easily comprehensible 

insights into the long-term direction of a company. As 

Sojitz’s leader, I therefore want to concentrate on 

presenting and explaining our corporate mindset and 

vision to stakeholders.

 Thank you for your interest in Sojitz. We will continue to 

emphasize dialogue with our stakeholders, and our desire 

to create value is sincere.

 August 2016

  Yoji Sato
   President and CEO

We will engage in dialogue to express our value creation ideal.

areas including automobiles, aerospace, infrastructure 

and ASEAN retail. The auto dealership business in which 

we have been focusing on in the San Francisco Bay 

area in the United States steadily added dealerships 

and is contributing to results as an earnings foundation. 

Renewable energy, IPP and railway projects in the 

Infrastructure & Environment Business Division are also 

contributing as steady sources of earnings. Sojitz is also 

strong in aircraft-related businesses, and we expect 

these businesses to contribute significantly to earnings 

from the year ending March 31, 2018 with our efforts to 

expand new business fields such as part-out and used 

aircraft. In ASEAN retail, where we are taking a long-

term view of the convenience store business 

and peripheral operations in Vietnam with the goal of 

addressing consumer needs arising from population 

growth and changing lifestyles.
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Message from the CFO

In April 2016, I was appointed CFO 
and Chairman of the Finance and 
Investment Deliberation Council. I 
look forward to engaging in an active 
and constructive dialogue with our 
shareholders and investors.

Seiichi Tanaka
CFO

Finance, General Accounting

 Sojitz is currently executing Medium-term Management 

Plan 2017, which shifted the Company focus to growth 

initiatives. That growth strategy is supported by investments 

and loans and risk management. Accelerating growth 

initiatives is vital for Sojitz, which established the financial 

footing under the previous medium-term management 

plan to make investments and loans on the scale of ¥300 

billion over the three years of the current plan. At the 

same time, with risk factors increasing and becoming 

more complex, we will reinforce and raise the level of risk 

management while maintaining our commitment to 

financial discipline. 

 Let me outline our specific strategies. First, we have 

set three policies for investments and loans in Medium-

term Management Plan 2017: enhance existing 

capabilities and acquire new functions; expand, 

capture and create markets; and extend operations 

into new fields to strengthen division foundations. In 

addition to accurately assessing whether investment 

and loan candidates will advance these objectives, we will 

focus on their potential for generating earnings backed 

by cash flows. Sojitz practices balance sheet-based 

management, including cash flow management, and has 

maintained positive free cash flow for the past eight 

years. In Medium-term Management Plan 2017, while 

we are deploying the cash generated in past years to 

accelerate growth, we expect to maintain cumulative 

positive free cash flow over the period of the plan. 

 Cash management is essential in making these growth 

investments. In addition to our long-term commitment 

line of ¥100 billion, we expanded the cash management 

system (CMS) we have operated on a stable basis 

domestically and introduced global CMS. Accordingly, 

we replaced our existing US$300 million multicurrency 

commitment line with a long-term multicurrency facility 

agreement and a long-term commitment line for a total 

of US$800 million. This scheme will enable us to 

mitigate currency risk while stably raising funds in 

foreign currencies, which we will efficiently utilize to 

speed up growth. 

Investments and loans and risk 
management that support our 

growth strategy

Accelerating growth with 
enhanced cash management
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Cash flows from operating activities Cash flows from investing activities Free cash flow (cumulative)

13 14
(Years ended March 31)

15 16
                                   (Years ended March 31) 

17 (forecast)

200

(100)

(Billions of yen)

100

(50)

150

0

50

55.1

43.5

65.9

91.2

157.2

47.0

(33.9)

39.1

(13.8)(24.5)(11.7)

99.9

Medium-term Management Plan 2014
—Change for Challenge

Medium-term Management Plan 2017
—Challenge for Growth

 Our performance in the year ended March 31, 2016 

showed some progress in a challenging external 

environment. In addition to the effects of our shift from 

resource businesses to non-resource businesses, we 

made progress in our initiatives in stable markets such 

as North America and in development of new business 

areas in Asia and other regions. However, delays in 

closing new investments and loans indicate that we 

still need to increase our speed. Based on the approach 

to investments and loans and risk management I 

mentioned earlier, we will continue to be selective and 

focused in our investments to establish a foundation 

for stable earnings backed by cash flows. We are 

confident that implementation of the current 

management plan will lead to growth over the medium 

to long term. 

 All of our business activities depend on our employees, 

whether they are operating businesses or creating 

opportunities and engaging in discussions over 

investments and loans. Corporate value is greatly 

influenced by the qualities, abilities and conviction of 

the people involved in these business operations. 

Human resource development is key to a company’s 

advancement, and we believe it is important for Sojitz 

to be a company where employees find satisfaction 

and take pride in the work they do. Therefore, we want 

to not only protect the assets we inherited from our 

predecessors, but to leave high-quality assets and an 

earnings foundation that the next generation can be 

proud of, and create a foundation upon which employees 

can continue to take on challenges innovatively. 

 Doing so will require that we maintain our total equity 

and build a risk-resilient organization. As CFO and 

Finance and Investment Deliberation Council Chairman, 

I am fully committed to accomplishing these objectives. 

Establishing a stable earnings 
foundation backed 

by cash flows

A company employees 
can be proud of

Cash Flow



Feature: Risk Management

Shifting Risk Management to 
the Front Lines

 As a general trading company, the Sojitz Group is 

involved in diverse businesses in markets around the world. 

This means the Group must grapple with ever-changing 

risks. The risks are varied, and include the economic 

slowdown in China and emerging countries, geopolitical 

risk in the Middle East and elsewhere, the United Kingdom’s 

withdrawal from the European Union, sluggish resource 

prices and low-interest-rate policies around the world. 

Amid the dizzying pace of change, the Sojitz Group is 

constantly busy building its risk prediction capabilities. 

 We are focusing on strengthening risk management 

capabilities at the front lines as one of the pillars for 

supporting our growth strategies in Medium-term 

Management Plan 2017. To this end, our Controller Offices 

are indispensable.  Controller Offices are unique to the 

Sojitz Group. Staff members of Controller Offices are from 

Corporate departments and have professional skills in risk 

management, accounting, financial affairs and legal affairs. 

They are engaged in business development support 

peripheral to business divisions. We intend to always 

respond quickly and flexibly, taking action in a way that is 

representative of Sojitz’s unique identity.

Masaaki Kushibiki
Executive Officer

Risk Management Planning, Risk Management, 
Controller Office Oversight

We work to enhance risk 
management capabilities at the 
front lines to improve asset 
quality and the portfolio.

Risk Assets

(Left scale)

  Risk buffer

 Risk assets         

    Market risks

   Business investment risks

   Credit risks

   Country risks

  Total equity*

0706(Years ended March 31) 08 09 10 11

600

0

(Billions of yen)

500

400

300

200

100

(Right scale)

  Ratio of risk assets to total equity

0.9

0.7

0.8

1.1

0.9 0.9

*Under IFRSs, total equity is equity attributable

  to owners of the Company.

Initiatives to Strengthen 

Risk Management

Built an integrated risk measurementBuilt an integrated risk measurement 

system. Strengthened the enterprise risk 

management (ERM) system for Group-wide 

risk management in response to the global 

fi nancial crisis and economic slowdown 

following the collapse of Lehman Brothers.f ll i th ll f L h B th

Reinforced the country risk management 

framework in response to elevated 

geopolitical risk since the Arab Spring 

uprisings.
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Risk Control

 Our Group has established two objectives with respect 

to risk control. The first is to manage quantified risks, to 

control the total amount of risk (risk assets) in order to 

keep it within the total equity of the Company. This means 

controlling risks from a Group-wide perspective.

 The second objective is to maximize revenues 

commensurate with the level of risk exposure, which 

means controlling risk from the standpoint of individual 

businesses. We endeavor to increase the probability of 

achieving revenues in line with risk levels in each business, 

effectively monitoring risks and returns. For our principal 

business portfolio, we analyze risk scenarios together with 

each business division.  

Business Investment Policies

 In Medium-term Management Plan 2017, we set three 

basic policies with respect to conducting new investments 

and loans. 

 1.  Enhance existing capabilities and acquire new functions

 2. Expand, capture and create markets

 3.  Extend operations into new fields to strengthen division 
foundations 

 In line with these policies, we are carrying out new 

business investments and loans with greater speed and 

effectiveness. We will work to further improve the quality of 

the Group’s assets and the portfolio by working together 

with business divisions to identify risks based on their 

seasoned professional perspective. 

12 13 14 15 16
0.0

1.2
(Times)

1.0

0.8

0.6

0.4

0.2

1.0

0.9

0.8

0.6

0.6

 For portfolio management, we 
endeavor to maintain the ratio of risk 
assets to total equity within 1.0 time 
as a risk buffer. 
 We report risk asset performance, 
outlook and sensitivity analysis to the 
Board of Directors and Management 
Committee every quarter with the aim 
of maintaining soundness.

Set up a Controllerr Offi ce peripheral to 

each business diviision to strengthen risk 

management at thhe front lines amid 

increasing politicaal, economic and 

geopo ca s ab y a d a e o a ygeopolitical instabiility and market volatility.  

Accelerating the shift of risk management 

to the front lines and enhancing real-time 

responsiveness by analyzing risk scenarios 

in principal businesses.

Multilayered Risk Management Structure

3rd
President & CEO, Management Committee, Finance & 
Investment Deliberation Council: 

Management decisions from a Group-wide, 
medium-to-long-term perspective

2nd
Corporate Departments (Risk Management, General 
Accounting, Finance, Legal, etc.): 

Risk management based on each department’s 
professional perspective in its respective fi eld

1st
Business Divisions, Controller Offi ces:

Risk management at the front lines, prompt 
information sharing
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• Analyze prospective investments in terms of 

the target market (macroeconomic 

environment and competitors) and 

compatibility with Sojitz’s business models

• Identify project-specific risk factors and 

implement appropriate hedge strategies

• Negotiate contracts and conduct due 

diligence

Quantitative

• Carefully examine business plan

• Analyze risks and returns using hurdle rate 

and IRR

Qualitative

• Consider significance of pursuing proposed 

project, identify competitors and carefully 

examine other qualitative risk factors 

⇒ Consider all of the above in a 

comprehensive manner to reach an 

investment decision

Promptly build business management structures 

(including PMI)

⇒ Assign management personnel with 

appropriate experience and expertise to 

each business 

⇒ Establish accounting functions, 

information systems and internal controls 

Conduct post-merger integration (PMI) 

of management and build and improve 

business management structures

After 
Investment

Make decision to invest based on a 

comprehensive analysis of quantitative 

factors (risks, potential returns) and 

qualitative factors (significance of 

proposed project, market competition)

Investment 
Decision

Work with business staff at the front 

lines to identify risks and devise 

countermeasures from the proposal 

generation stage

Proposal 
Generation

Business Portfolio Management
Building a business portfolio that highlights Sojitz’s unique strengths and identity

Business Investment Management Cycle

Management Framework for Business Investment

 The Finance & Investment Deliberation Council, whose chair and members are appointed by the President & CEO, 

reviews business investment proposals. The framework for screening business investment proposals includes a careful 

examination of the overall business plan, including cash flow projections, in order to rigorously assess project feasibility. 

An internal rate of return (IRR) is calculated to evaluate the profitability of a business investment and ascertain whether it 

meets the profit target (hurdle rate). The council selects investments likely to generate returns commensurate with risk. 

Moreover, investment proposals are deliberated beforehand as necessary by corporate departments, which offer 

opinions from their specialized viewpoints.

 We work to enhance the value of businesses  by proactively managing operating companies to strengthen their 

competitiveness and profitability, while remaining conscious of the social significance of their existence. As for 

investments already made, we conduct thorough process management including regular assessments of business 

viability, and make timely and appropriate decisions on whether or not to continue the business.  
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Feature: Risk Management

Work to enhance value of business by proactively 

managing operating companies to strengthen 

competitiveness and profitability

Conduct regular assessments of business viability 

and closely monitor performance

Business
Management

Value 
Enhancement

Withdraw

Continue

Decide to continue or withdraw from the 

business by identifying problems with 

an investment early and in advance, and 

with consideration of the significance of 

managing the business

• Discuss merits of continuing the 

business when performance begins 

to diverge from original plans (criteria 

for withdrawal) 

• Deliberate and reconsider holding 

purpose based on compatibility with 

Sojitz’s business models 

⇒ Decide to continue or withdraw 

from the business

Decision 
to Continue/
Withdraw 

from Business

Enhance value of the business by creating new markets 

and maximizing revenue, while keeping in mind the social 

significance of the existence of operating companies

Automobile dealership business Solar power generation business




