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 We have already established a stable financial base 
through measures that enhanced financial soundness. Net 
DER is one of our key performance indicators. It has 
remained at 1.1 times for the past three years, well within 
Medium-term Management Plan 2017’s net DER target of 
1.5 times or less. Our fundamental approach is to ensure 
asset liquidity so that we can quickly restore net DER to 
within our target even if increasing geopolitical risk and the 
financial market volatility of our operating environment were 
to temporarily push it over 1.5 times.
 We forecast that net DER will remain at 1.1 times and 
that we will maintain our current fiscal soundness even 

given our planned ¥150 billion in investments and loans for 
the year ending March 31, 2018. In addition, giving Sojitz 
the ability to steadily generate ¥50 billion in profit for the 
year (attributable to owners of the Company) will enable us 
to continuously make investments and loans for growth 
without substantially increasing debt and thus maintain net 
DER at the current level. It is therefore crucial that we 
steadily execute our investment and loan plan for the year 
ending March 31, 2018 and expand our earnings 
foundation.
 We see no need to lower net DER to less than 1.0 times in 
the future, so we plan to maintain leverage at current levels.

Q1. What is your assessment of Sojitz’s current financial base?

Net Interest-Bearing Debt, Total Equity and Net DER
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Maintain a strong financial 
base and target further growth.
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 As a general trading company, Sojitz invests in a diverse 

array of business areas in pursuit of new opportunities. This 

means the risk of impairment is always an issue; realistically, 

not all of the projects we invest in will succeed. The key 

issues are obtaining returns commensurate with the risks, 

clarifying maximum potential losses, and above all, effectively 

analyzing the causes of failed investments and applying 

what we have learned to future business opportunities. 

 To increase the likelihood of an investment’s success 

requires continuous review and improvement of the entire 

investment process, from initial project negotiations to 

actual investment, to ensure appropriate actions at the 

appropriate time. Every participant in the process must 

share this mindset, whether they belong to a business 

division or a corporate department.

 And this mindset should not stop at investment. People 

are a general trading company’s most important asset, 

whatever the job may be. I therefore want Sojitz to carefully 

choose the people it assigns to projects it invests in, clarify 

their roles and responsibilities, and prior to making the 

investment, interview the upper management of businesses 

it intends to acquire, to enhance communication and 

ensure objectives are shared between both parties.
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Cash Flow

 Our basic policy of achieving positive free cash for each 

fiscal year has not changed. However, free cash was 

negative for the year ended March 31, 2017, because of 

the investments and loans we made for future growth and 

the temporarily high working capital we had at the end of 

the fiscal year. We also expect free cash flow to be negative 

for the year ending March 31, 2018, since we plan to 

continue making investments and loans to accelerate 

growth. However, we expect net cash provided by 

operations, excluding changes in working capital, to 

increase steadily, and we will continue to recycle assets. 

We will therefore maintain positive free cash flow when 

calculated cumulatively over this multi-year period (the 

three years of the medium-term management plan).

Q2. Please explain Sojitz’s cash flow management policy.

Q3.  What are your views on investments and impairment as Chairman 
of the Finance & Investment Deliberation Council?
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