
Management’s Discussion and Analysis of Operations
FINANCIAL SECTION

1. Overview
In the year ended March 31, 2020, substantial economic 
slowdown was seen across the world. Factors behind this 
slowdown included trade friction between the United 
States and China, deceleration in the economic growth of 
China, unclear progress regarding the United Kingdom’s 
withdrawal from the European Union, and conditions in 
the Middle East. Another major factor was the COVID-19 
pandemic, which resulted in massive restrictions being 
placed on the movement of people and goods. 
Governments worldwide are taking steps to minimize the 
impacts of this pandemic and bring about a quick 
conclusion, including countermeasures for combating the 
spread of the virus as well as financial and fiscal measures.
 Despite the anticipated recovery of growth in the 
United States in light of factors such as a trade agreement 
with China, a sharp dip was seen in the growth of the U.S. 
economy as the COVID-19 pandemic brought 
consumption and corporate activities to a halt.
 Meanwhile, Europe faces mounting uncertainty with 
regard to the outlook for both economic and political 
trends. Economic growth struggled due to sluggish 
demand from China and other countries outside of the 
region and the uncertainty surrounding the United 
Kingdom’s withdrawal from the European Union. 
Meanwhile, the sense of cohesion within the European 
Union was diminished in the face of the COVID-19 
pandemic.
 In China, economic slowdown became more 
pronounced, with the GDP growth rate dropping into the 

●  Gross Profit ●  Profit Attributable to Owners  
of the Company

●  Revenue

negative for first time. This outcome was a result of the 
COVID-19 pandemic, which halted production and other 
supply-side activities while diminishing demand by 
restricting the movement of people.
 Growth in Asia has previously been supported by 
exports and private consumption. However, there is now 
a sense of concern regarding the possibility of future 
growth being stifled by global economic slowdown, 
supply chain disruptions, and limited consumer spending 
as the COVID-19 pandemic affects countries throughout 
the region.
 Japan, meanwhile, experienced a modest growth 
trend. However, the Japanese economy took a quick 
downturn after the COVID-19 pandemic resulted in 
sluggish external demand and limited consumer 
spending.

2. Financial Performance
Sojitz Corporation’s consolidated business results for the 
year ended March 31, 2020 are presented below.
 Revenue was down 5.5% year on year, to ¥1,754,825 
million, due to lower revenue in the Chemicals Division, a 
result of declines in the transaction volumes of plastic 
resins and in the price of methanol, and in the Metals & 
Mineral Resources Division, a result of fall in sales prices in 
overseas coal businesses.
 Gross profit decreased ¥20,462 million year on year, 
to ¥220,494 million, due to decrease in revenue.
 Profit before tax decreased ¥19,354 million year on 
year, to ¥75,528 million, as the declines in gross profit and 
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share of profit of investments accounted for using the 
equity method outweighed the benefits of the improved 
balance of other income and expenses stemming from 
the sale of thermal coal interests.
 After deducting income tax expenses of ¥10,954 
million from profit before tax of ¥75,528 million, profit for 
the year amounted to ¥64,573 million, down ¥10,646 
million year on year. Profit for the year (attributable to 
owners of the Company) decreased ¥9,598 million year 
on year, to ¥60,821 million.
 Comprehensive loss for the year was recorded ¥2,361 
million, decreased ¥57,309 million year on year, 
compared with comprehensive income in the previous 
fiscal year, following a decline in financial assets at fair 
value through foreign currency translation differences for 
foreign operations and other comprehensive income 
along with lower profit for the period. Comprehensive 
loss for the year (attributable to owners of the Company) 
was recorded, ¥4,220 million decreased ¥55,158 million 
year on year, compared with comprehensive income for 
the year (attributable to owners of the Company) ¥50,938 
million in the previous fiscal year.

3. Segment Information
Results by segment are as follows.

(1) Automotive
Revenue was down 7.1% year on year, to ¥225,276 
million, as the acquisition of domestic and overseas 
automobile dealership businesses were counterbalanced 

by lower sales volumes in overseas automobile distributor 
businesses. Profit for the year (attributable to owners of 
the Company) decreased ¥4,029 million, to ¥2,380 
million, following a decline in the net of other income and 
expenses in reaction to the sale of automobile-related 
company in the previous fiscal year.
 During the year ended March 31, 2020, in our core 
business of automobile sales, market conditions 
deteriorated in regions including Thailand, Russia, and 
the Philippines in the latter half of the year, and we were 
unable to achieve plan targets. However, we are working 
to expand new business areas through M&A in promising 
markets. We are working to increase the value of our 
business by strengthening our community-based sales 
and marketing capabilities and after-sales services, as well 
as strengthening functions that incorporate advanced 
digital technologies. We are also actively working to 
strengthen our financing business and build new service 
businesses that incorporate advanced digital 
technologies.

(2) Aerospace & Transportation Project
Revenue was up 28.1% year on year, to ¥35,631 million, 
as a result of higher income in aircraft-related 
transactions. Profit for the year (attributable to owners of 
the Company) decreased ¥2,168 million, to ¥1,794 
million, due to a decline in other income stemming from 
impairment losses on Company-owned ships.
 In the year ended March 31, 2020, we were unable to 
achieve plan targets mainly due to impairment losses on 
Company-owned ships. However, based on our excellent 

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

2019 2020
Employee benefits expenses  ................................................................................................................ 96,661 97,909
Traveling expenses  .................................................................................................................................. 7,903 6,975
Rent expenses  .......................................................................................................................................... 12,102 3,762
Outsourcing expenses ............................................................................................................................ 11,317 10,708
Depreciation and amortization expenses  ........................................................................................... 6,612 16,616
Others  ........................................................................................................................................................ 38,835 37,270
Total  ............................................................................................................................................................ 173,433 173,243

(Note) In accordance with the adoption of IFRS 16, from this consolidated fiscal year, lessee operating lease payments that were previously included and represented with-
in lease expenses will be accounted for as depreciation related to right-of-use assets and interest charges related to lease liabilities.
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track record acting as distributor for commercial aircraft in 
Japan, we are not only importing, exporting, and selling 
machinery related to the aerospace and defense 
industries, but also actively engaged in business jet 
services, as well as in our part-out business in which we 
sell second-hand parts from decommissioned and aged 
aircraft to airlines and aircraft maintenance companies. In 
addition, beginning with the participation in the operation 
of the Kumamoto Airport in the year ended March 31, 
2020, we are developing airport management business in 
Japan and overseas, and are aiming to develop airport-
based peripheral businesses. In the transportation 
infrastructure business, we are developing businesses in 
areas that support regional transportation infrastructure, 
such as the construction of a dedicated freight railway 
between Delhi and Mumbai in India, and railway-related 
businesses in North America. With regard to marine 
vessels, we are promoting our business focused on 
handling all sorts of marine vessels, including new and 
secondhand vessels, as well as the marine equipment 
sales business.

(3)  Machinery &  
Medical Infrastructure Division

Revenue was up 15.6% year on year, to ¥123,725 million, 
as a result of an increase in industrial machinery 
transactions. Profit for the year (attributable to owners of 
the Company) rose ¥1,804 million, to ¥4,567 million, due 
to higher gross profit and an increase in share of profit of 

investments accounted for using the equity method.
 In the year ended March 31, 2020, although the 
bearing and plant businesses struggled, due to the 
contributions of the progress made by the hospital PPP 
project in Turkey, overall performance generally 
progressed as planned. In addition to handling industrial 
machinery and bearings, we are working to establish a 
revenue model that includes facility management services 
in our Public-Private Partnership (PPP) hospital 
management project, and creating businesses in the 
related healthcare field. In the plant business, we are 
focusing on recycling and environment-related projects, 
with the collaboration with an engineering company in 
Thailand, in which we have a financial stake, as a core. In 
anticipation of the arrival of the 5G era, we are working on 
businesses that make full use of biometric authentication 
technology in the field of advanced industry, and in 
telemedicine and nursing care in the medical field.

(4) Energy & Social Infrastructure
Revenue was up 9.7% year on year, to ¥82,009 million, as 
a result of an increase in income from overseas gas-fired 
power generation businesses. Profit for the year 
(attributable to owners of the Company) rose ¥3,846 
million, to ¥9,632 million, as an increase in gross profit 
counteracted the impacts of a decline in other income 
due to impairment losses on oil and gas interests.
 During the year ended March 31, 2020, profit 
increased year on year due to the commencement of 

● Gross Profit by Segment ●  Profit by Segment  
(Attributable to Owners of the Company)
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Note: The equity ratio is calculated based on total equity attributable to owners of the Company.
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solar power generation business and the gain on the 
transfer of a portion of equity interest. We are working on 
an energy supply business with a low environmental 
impact with the aim of realizing a sustainable society. 
Integrated business from LNG procurement to 
management of receiving terminals and power 
generation plants is being promoted in emerging 
countries, and a shift from coal-fired electricity generation 
to state-of-the-art gas-fired generation is being promoted 
in the United States. In the field of renewable energy, we 
are steadily building up revenue from solar power 
generation at 15 locations around the world, as well as 
from on-shore wind power in Europe and
the United States, off-shore wind power in Taiwan, and 
biomass power generation in Japan. In the field of social 
infrastructure, we are participating in a telecommunication 
tower project in Myanmar, and will continue to develop 
the infrastructure business to meet the increasing 
demand for data transmission and processing.

(5) Metals & Mineral Resources
Revenue was down 8.5% year on year, to ¥350,519 
million, as a result of fall in sales prices in overseas coal 
businesses. Profit for the year (attributable to owners of 
the Company) decreased ¥10,359 million, to ¥20,104 
million, as the declines in gross profit and share of profit 
of investments accounted for using the equity method 
outweighed the benefits of the improved balance of 
other income and expenses stemming from the sale of 

thermal coal interests.
 In the year ended March 31, 2020, we were unable to 
achieve plan targets due to a decline in the coal market 
and lower steel demand. We are focusing our efforts on 
trading and upstream investments in metal resources 
such as coal, iron ore, base metals, rare metals and 
industrial minerals, as well as transforming our asset 
portfolio and creating and promoting businesses to 
establish a stable revenue base that is resilient to market 
conditions. In particular, for coal, in order to achieve 
sustainable growth and address the growing global 
environmental awareness, we are proceeding with the 
sell-off of thermal coal interests in Indonesia and Australia, 
and are building a balanced portfolio of coking coal 
interests, including the acquisition of the Gregory Crinum 
coal mine in Australia. We also have global reach in sales, 
processing and distribution of steel products through 
Metal One, one of the world’s largest steel trading 
companies. 

(6) Chemicals
Revenue was down 11.6% year on year, to ¥446,429 
million, as a result of lower transaction volumes of plastic 
resins and declines in the price of methanol. Profit for the 
year (attributable to owners of the Company) increased 
¥285 million, to ¥9,269 million as the decline in gross 
profit was compensated for by lower selling, general and 
administrative expenses.
 In the year ended March 31, 2020, we were unable to 

● Equity Ratio ●  Net Interest-bearing Debt and 
Net DER

● ROA and ROE
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supplying raw materials in Japan and overseas, we are 
involved in processing businesses, in areas such as 
milling, sugar refining, confectionery, and bread making, 
as well as conducting sales of food products. In 2017, we 
participated in a flour milling company in the Philippines, 
and established a flour sales and wholesale company and 
a packaged bread company.
In Vietnam, we are promoting development in food and 
agriculture-related fields by partnering with leading local 
businesses.

(8) Retail & Lifestyle Business
Revenue was down 2.2% year on year, at ¥310,274 
million, as the impacts of lower lumber and textile 
transactions were heavier than the gains from higher 
meat transactions. Profit for the year (attributable to 
owners of the Company) increased ¥239 million, to 
¥5,963 million as an increase in other income due to the 
sale of real estate counteracted the impacts of a decline 
in gross profit.
 In the year ended March 31, 2020, we were unable to 
achieve plan targets due to deteriorated market 
conditions and weak sales in the paper-manufacturing 
business in Vietnam and building materials business in 
Japan. We are developing a wide range of businesses 
that enrich everyday life and offer greater convenience, 
with customers at the heart of the business. This includes 
the retail business, management of shopping centers, 
processed meat business, and forest products, textiles, 
and general commodities business. Above all, we are 
working on expanding businesses and strengthening the 
functions in the ASEAN region, which is experiencing 
continued economic growth, and other emerging 
countries. Particularly, in Vietnam, we are engaged in a 
wide range of businesses related to the domestic and 
international consumer market, including building a food 
distribution platform, strengthening supply bases for 

achieve plan targets due to a slump in foreign trading, 
especially involving China, resulting from market 
conditions for our primary products and decline in the 
number of automobiles manufactured. In the methanol 
business, which is one of Sojitz’s major business activities, 
we trade around 2 million tons of methanol in Asia and 
Europe, while operating based on the continuing stable 
operation of KMI (Indonesia), as well as taking advantage 
of experience at KMI to create a new gas chemical 
business. In the plastic resins business, we deal with more 
than 1 million tons of plastic resins for our mainstay 
automotive-related and packaging materials concerns, 
through our global sales and procurement network 
centered on Sojitz Pla-Net. We are also focusing on 
handling environment-related products. In addition, we 
are involved in the trade and investment of inorganic 
chemicals and industrial minerals such as C5 resin, which 
is a hydrocarbon-based resin, industrial salt, and rare 
earths.

(7) Foods & Agriculture Business
Revenue was down 10.2% year on year, to ¥115,219 
million, following lower transactions volumes in overseas 
fertilizer businesses. Profit for the year (attributable to 
owners of the Company) decreased ¥915 million, to 
¥1,365 million, as a result of a decline in gross profit and 
impairment loss of fixed assets on domestic marine 
products business.
 In the year ended March 31, 2020, we were unable to 
achieve plan targets due to impairment loss on domestic 
marine products business, in addition to inclement 
weather and poor sales in overseas fertilizer business. We 
operate market-leading fertilizer businesses in Thailand, 
the Philippines, and Vietnam for many years as part of our 
agribusiness operations, and are utilizing this expertise to 
develop business in Myanmar and other surrounding 
countries. For our foodstuffs business, in addition to 

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

2019 2020
Net cash provided by operating activities  .......................................................................................... 96,476 40,510
Net cash used in investing activities  ..................................................................................................... (42,200) (35,669)
Net cash used in financing activities  .................................................................................................... (74,907) (12,164)
Cash and cash equivalents at the end of the year  ............................................................................. 285,687 272,651
Free cash flow  ........................................................................................................................................... 54,276 4,840
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to a decrease in other components of equity resulted 
primarily from foreign exchange rate and stock price 
fluctuations as well as to acquisition of treasury stock.
 Consequently, on March 31, 2020, the current ratio 
was 161.4%, the long-term debt ratio was 79.1%, and the 
equity ratio* was 26.0%. Net interest-bearing debt (total 
interest-bearing debt less cash and cash equivalents and 
time deposits) totaled ¥613,174 million on March 31, 
2020, ¥28,463 million increase from March 31, 2019. This 
resulted in the Company’s net debt equity ratio* equaling 
1.06 times at March 31, 2020. Lease liabilities have been 
excluded from aforementioned total interest-bearing 
debt.
*  The equity ratio and net debt equity ratio are calculated based on total equity 

attributable to owners of the Company.

Next, an analysis of each segment is as follows:
Automotive
At the end of the year, segment assets stood at ¥180,528 
million, an increase of ¥12,762 million compared to the 
previous year due to an increase of right-of-use assets.

Aerospace & Transportation Project
Segment assets at the end of the year were ¥135,099 
million, an increase of ¥4,918 million compared to the 
previous year due to an increase of other current assets as 
a result of advanced aircraft-related funding.

Machinery & Medical Infrastructure Division
Segment assets stood at ¥123,891 million at the end of 
the year, an increase of ¥2,395 million compared to the 
previous year.

Energy & Social Infrastructure
Due to the partial sale of solar power generation business 
companies in Japan, at the end of the year segment 
assets stood at ¥263,172 million, a decrease of ¥21,301 
million compared to the previous year.

Metals & Mineral Resources
Segment assets at the end of the year stood at ¥443,113 
million, a decrease of ¥21,452 million compared to the 
previous year due to a decrease in investment recorded 
using the equity method resulting from exchange rate 
fluctuations.

Chemicals
Due to a drop in chemical and synthetic resin transactions 
overseas leading to a reduction in trade receivables and 
other receivables, segment assets at the end of the year 

trading of forest products and textiles, and manufacturing 
containerboard and household paper. By utilizing the 
network of lifestyle businesses that we have cultivated, 
and by expanding into new regions, we will respond to 
the demand for improvement in lifestyle foundations and 
modernization.

(9)  Industrial Infrastructure &  
Urban Development

Revenue was up 3.6% year on year, to ¥34,480 million, 
because of an increase in real estate transactions. Profit 
for the year (attributable to owners of the Company) 
increased ¥387 million, to ¥1,474 million, as a result of an 
increase in share of profit of investments accounted for 
using the equity method.
 In the year ended March 31, 2020, although the 
domestic business performed poorly, sales exceeded the 
plan as a result of an increase in sales in the overseas 
industrial park business. Internationally, the industrial park 
business in Deltamas City in Indonesia continued to 
perform well, while we also promoted the development 
of smart city and other comprehensive urban 
infrastructure, such as opening schools for Japanese 
people overseas and developing housing with Japanese 
companies. In Japan, we worked to expand each 
business with an awareness of the value chain, including 
asset management for J-REITs, warehousing bridge funds, 
and property management.

4. Financial Position
(1)  Consolidated Statement of  

Financial Position
Total assets on March 31, 2020, stood at ¥2,230,285 
million, down ¥66,774 million from March 31, 2019. This 
decrease was primarily a result of a decline in trade and 
other receivables under current assets associated with 
tobacco and chemical product receivables, which offset 
the increase in usage right assets stemming from the 
application of IFRS 16—Leases.
 Total liabilities at March 31, 2020, amounted to 
¥1,608,387 million, down ¥27,064 million from March 31, 
2019, largely due to a decline in trade and other payables 
under current liabilities associated with tobacco and 
chemical product transactions, a factor that 
counterbalanced an increase in lease liabilities following 
the application of IFRS 16—Leases.
 Total equity attributable to owners of the Company 
was ¥579,123 million on March 31, 2020, down ¥39,172 
million from March 31, 2019. This decline was largely due 

93Sojitz Corporation  Integrated Report 2020



stood at ¥269,031 million, a decrease of ¥29,543 million 
compared to the previous year.

Foods & Agriculture Business
Segment assets at the end of the year stood at ¥128,896 
million, an increase of ¥3,780 million compared to the 
previous year.

Retail & Lifestyle Business
Due to a reduction in trade receivables in tobacco-related 
transactions and other receivables, segment assets stood 
at ¥370,325 million at the end of the year, a decrease of 
¥25,413 million compared to the previous year. 

Industrial Infrastructure & Urban Development
Segment assets at the end of the year stood at ¥77,175 
million, an increase of ¥4,632 million compared to the 
previous year thanks to an increase of right-of-use assets.

(2) Cash Flow
In the year ended March 31, 2020, operating activities 
provided net cash flow of ¥40,510 million, investing 
activities used net cash of ¥35,669 million, and financing 
activities used net cash of ¥12,164 million. Sojitz ended 
the year with cash and cash equivalents of ¥272,651 
million, adjusted to reflect foreign currency translation 
adjustments related to cash and cash equivalents.

1) Cash flows from operating activities
Net cash provided by operating activities amounted to 
¥40,510 million, consisted of business earnings and 
dividends received, etc. It was down ¥55,966 million year 
on year.

2) Cash flows from investing activities
Net cash used in investing activities totaled ¥35,669 
million, down ¥6,531 million year on year. Investment 
outflows for the acquisition of coking coal interests in 
Australia and investment for telecommunication 
infrastructure business in Myanmar exceeded inflows 
from the sales of investments.

3) Cash flows from financing activities
Net cash used in financing activities amounted to ¥12,164 
million, largely as a result of dividends paid and purchase 
of treasury stock. It was down ¥62,743 million year on 
year.

With regard to the cash flow management of Medium-
term Management Plan 2020, we have decided to 
manage growth investments and shareholder returns 

within the scope of the cash generated by period 
earnings and asset replacement. In addition, we plan to 
make a profit through core cash flow, which is not affected 
by short-term changes in working capital, during the 
three years of the Medium-Term Management Plan.
 This year, both our core cash flow and free cash flow 
were in the black thanks to a rise in core operating cash 
flow and continuing favorable recovery through asset 
replacement. With regard to growth investments, we 
made investments of ¥81,000 million in areas including 
automobile consumer finance companies; solar power, 
offshore wind power, and other renewable energy 
projects; communications towers and other infrastructure; 
airports; and shopping centers. Shareholder returns were 
distributed based on our basic dividend policy in 
Medium-Term Management Plan 2020: a consolidated 
dividend payout ratio of around 30%. We also obtained 
treasury stock to enable us to prepare for the impact on 
the supply and demand of Company shares, and to 
enhance our capital efficiency.

*1.  Core operating cash flow = Net cash provided by (used in) operating 
activities – Changes in working capital

*2.  3-year total and FY2019 results include acquisition of treasury stock.  
No figure is provided for the three-year total as the forecast for the FY2020 
dividend has yet to be decided.

*3.  Core cash flow = Core operating cash flow (excluding changes in working 
capital) + Investing cash flow (including asset replacement) – Dividends paid 
– Purchase of treasury stock

(3) Liquidity and Funding
Under Medium-Term Management Plan 2020, the Sojitz 
Group continued to advance financial strategies in 
accordance with the basic policy of maintaining and 
enhancing the stability of its capital structure. In addition, 
Sojitz has been endeavored to maintain a stable financial 
foundation by holding sufficient liquidity as a buffer 
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against changes in the economic or financial environment 
and by keeping the long-term debt ratio at its current 
level.
 As one source of long term funding, Sojitz issued 
straight bonds in the amount of ¥10,000 million in 
November 2019. Sojitz will continue to closely monitor 
interest rates and market conditions and will consider 
additional issues whenever the timing and associated 
costs prove advantageous.
 As supplemental sources of procurement flexibility 
and precautionary liquidity, Sojitz maintains a ¥100,000 
million long-term yen commitment line (which remains 
unused) and long-term commitment line totaling US$1.6 
billion (of which US$0.26 billion has been used).

5.  The Significant Estimates and 
Underlying Assumptions for 
Accounting

The preparation of the Consolidated Financial Statements 
in accordance with IFRSs requires management to make 
judgments, estimates and assumptions that affect the 
application of accounting policies and the reported 
amounts of assets, liabilities, income and expenses. 
Actual results may differ from such estimates.
 Estimates and underlying assumptions thereof are 
reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the 
estimates are revised and in any future period affected.
 The significant estimates and underlying assumptions 
applied by the Group for the preparation of the 
Consolidated Financial Statements are follow.

(1) Fair value of financial instruments
(a) Equity instruments
The fair value of listed shares is the quoted price on an 
exchange. The fair value of unlisted shares is calculated 
using valuation methods including discounted future cash 
flow, market prices of comparable companies, net asset 
value, and other valuation methods. Measuring the fair 
value of unlisted shares involves the use of unobservable 
inputs such as discount rate and valuation multiples, as 
well as any necessary adjustments including discounts for 
a lack of liquidity or a non-controlling interest. The 
Group's corporate departments determine the policies 
and procedures for measuring the fair value of unlisted 
shares, and validate their approach to measuring fair 
value, including the valuation model, by periodically 
confirming issues such as the operating circumstances 
associated with particular equities, the availability of 

relevant business plans, and data from comparable public 
companies.

(b) Derivative financial assets and liabilities
Currency-related derivatives
The fair values of foreign exchange transactions, spot/
forward transactions, currency option transactions and 
currency swap transactions are calculated based on the 
forward exchange rate as of the closing date.

Interest rate-related derivatives
The fair value of interest-rate swaps is the present value of 
future cash flow discounted by an interest rate that 
reflects time to settlement and credit risk.

Commodity-related derivatives
The fair value of commodity futures transactions is 
calculated using final prices on commodities exchanges 
as of the fiscal year-end. The fair values of commodity 
forward transactions, commodity option transactions and 
commodity swap transactions are calculated based on 
the index prices publicly announced at the fiscal year-end.

(2)  Impairment of non-financial assets
At each fiscal year end, the Group determines whether 
there is any indication of an impairment loss with respect 
to the Group's non-financial assets, and, if so, the Group 
estimates the recoverable amount of such assets. 
Goodwill and intangible assets with indefinite useful lives, 
of which their useful lives cannot be determined, are 
tested for impairment annually and whenever there is an 
indication that there may be an impairment with respect 
thereof. If the carrying amount of an individual asset or a 
cash-generating unit exceeds the recoverable amount, 
such carrying amount is reduced to equal the recoverable 
amount and an impairment loss is recognized.
 Recoverable amount is either the fair value or the 
value in use (whichever is the higher value) after 
deducting disposal costs from individual assets or cash-
generating units. Fair value is calculated using reasonable 
estimated prices, obtainable through orderly transactions 
between market participants. Value in use is calculated by 
discounting estimated future cash flow using a pre-tax 
discount rate that reflects the current market value in 
relation to the inherent risks of cash-generating units or 
individual assets, and the time value of money. In 
principle, the business plan used to estimate future cash 
flow is limited to five years. The Group makes appropriate 
use of outside experts according to the complexity of 
calculating the value in use and fair value.
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 With respect to impairment losses of assets other than 
goodwill that were recognized in previous fiscal years, the 
Group determines at each fiscal year end whether such 
impairment losses have ceased to exist or there are 
indications that the same have decreased. If any such 
indications exist, the Group will estimate the recoverable 
amount of such assets. If such recoverable amount 
exceeds the carrying amount of such assets, the carrying 
amount of the assets is increased to equal the 
recoverable amount and reversal of impairment losses is 
recognized. Impairment losses recognized with respect to 
goodwill are not reversed in subsequent periods.
 In addition, because goodwill that constitutes part of 
the carrying amount of an investment with respect to an 
Entity subject to Equity Method is not separately 
recognized, it is not tested for impairment separately. If it 
is suggested that there may be an impairment loss with 
respect to an investment made to an Entity subject to 
Equity Method, the entire carrying amount of such 
investment will be tested for impairment as a single asset, 
by comparing the recoverable amount with such carrying 
amount.
 The Group’s accounting estimates, including 
accounting for impairment of fixed assets, are made 
based on the information available when preparing the 
consolidated financial statements. The impact of the 
COVID-19 pandemic will differ in degree and effect 
depending on the business and area, but our accounting 
estimates are based on the premise that the current 
situation will continue for at least three months (until June 
2020), and that there will be a recovery after a period of 
time.

(3)  Provisions
A provision is recognized only when the Group has a 
present obligation (legal or presumptive) as a result of a 
past event, there is a probability that an outflow of 
resources embodying economic benefits will be required 
to settle such obligation and a reliable estimate can be 
made regarding the amount of such obligation.
 Where there is materiality in the effects of time value 
of money, provisions are discounted using a pre-tax rate 
that reflects the risks specific to said liability.

(4)  Measurement  
of defined benefit obligations

Defined benefit plans refer to retirement benefit plans 
other than a defined contribution plan. Defined benefit 
obligations are calculated separately for each plan by 
estimating the future amount of benefits that employees 

will have earned in return for their services provided in 
the current and prior periods and discounting such 
amount in order to determine the present value. The fair 
value of any plan assets is deducted from the present 
value of the defined benefit obligations.
 The discount rates are principally equivalent to the 
market yields of AA credit-rated corporate bonds at the 
fiscal year end that have maturity terms that are 
approximately the same as those of the Group's 
obligations and use the same currencies as those used for 
future benefits payments.
 Past service cost is immediately recognized as profit or 
loss.
 The Group immediately recognizes all of the 
remeasurements of the net defined benefit liability (asset) 
as other comprehensive income and promptly reclassifies 
them as retained earnings.

(5) Recoverability of deferred tax assets
Deferred tax assets and liabilities are recognized in 
respect of temporary differences between the carrying 
amount of an asset and liability in the statement of 
financial position and its tax base, the unused tax losses 
carried forward and unused tax credits carried forward. 
The amounts of tax assets and liabilities are calculated 
under the expected tax rate or tax law applicable as of the 
period in which assets are realized or liabilities settled 
based on a statutory tax rate or the same substantially 
enacted as of the fiscal year end.
 Deferred tax assets are recognized for deductible 
temporary differences, the unused tax losses carried 
forward and unused tax credits carried forward to the 
extent that it is probable that they can be used against 
future taxable profit. The carrying amount of deferred tax 
assets are reassessed at each fiscal year end, and such 
carrying amount will be reduced to the extent it is no 
longer probable that related tax benefits from such assets 
will be realized.

6.  Business and Other Risks
The following are factors relating to business and 
management conditions listed in the FINANCIAL 
SECTION that may potentially have a significant influence 
on investor decisions.
Those notes that concern factors of the future are 
predictions based on targets, certain assumptions and 
hypotheses, or Sojitz’s judgement based on the 
information available at the end of this financial year.
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(1)  Business Risks
The Sojitz Group is a general trading company that 
operates a diverse portfolio of businesses globally, and is 
exposed to various risks due to the nature of these 
businesses. Therefore, the Group defines and classifies 
risks in compliance with its basic Code of Corporate Risk 
Management and assigns managers formulate a risk 
management operation policy and management plan at 
the beginning of each fiscal year, monitor progress and 
risk mitigation quarterly, and summarize performance at 
the end of each fiscal year. The Group manages 
quantifiable risks (market risks, credit risks, business 
investment risks, and country risks) based on risk asset 
scores derived from risk measurements. Non-quantifiable 
risks (legal risks, compliance risks, environmental and 
social [human rights] risks, funding risks, disaster risks, 
and system risks) are managed based on quarterly 
monitoring. The Group has the risk management systems 
required to address the risks it faces, but cannot 
completely avoid all risks. Risks involved in the Sojitz 
Group’s businesses include, but are not limited to, the 
following.

1)  Risk of changes in the macroeconomic 
environment

The Group operates a wide range of businesses in Japan 
and overseas that are engaged in a broad array of 
activities. Political and economic conditions in Japan and 
other countries and the overall global economy influence 
the Group’s results. Therefore, global and/or regional 
economic trends 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 has a basic policy of 
minimizing these market risks through such means as 
matching assets and liabilities and edging 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. 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 fluctuation 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. With regard to 
the Group’s sensitivity to income from exchange rates 
(USD only), should the rate change by ¥1/USD the impact 
will lead to a gross profit margin of approximately ¥500.0 
million for the year, a profit for the year (attributable to 
owners of the company) of approximately ¥250.0 million, 
and a total equity of approximately ¥2,000 million.

(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. Asset and liability items 
are categorized based on whether or not they are 
sensitive to interest rate changes, with the difference 
between the value of sensitive assets and sensitive 
liabilities used to determine an interest rate mismatch 
value. Based on this amount, the ratios of funds procured 
from fixed-rate sources and variable-rate sources are 
adjusted to better manage interest rate fluctuation risks.
 However, the Group cannot completely avoid interest 
rate fluctuation risks. 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. In the year ended March 31, 2020, the Group’s 
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outstanding interest-bearing debt was ¥893,258 million, 
the average interest rate for short-term borrowings was 
1.57%, long-term borrowings payable within one year 
were 1.40%, and long-term borrowings (excluding those 
payable within one year) were 1.22%.

(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 or other 
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 holding purpose for 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 risks
The Group assumes credit risks by extending credit to 
many domestic and foreign customers through a variety 
of commercial transactions. The Group mitigates such 
credit risks 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 risks 
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., 
collaterals 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 risks and estimate provisions to allow for 
doubtful accounts for individual receivables. For credit 
risks associated with deferred payments, loans, and credit 
guarantees, the Group periodically assesses whether 
profitability is commensurate with credit risks 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 risks. However, even with such 
credit management procedures, there is no assurance 
that the Group can completely avoid credit risks. 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 risks
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 
and 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 

98 Sojitz Corporation  Integrated Report 2020



Management’s Discussion and Analysis of Operations

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 risks
To minimize losses that may result from country risks, the 
Group recognizes that it must avoid concentrated 
exposure to any single country or region. In conducting 
business in countries that pose substantial country risks, 
the Group hedges against country risks on a transaction 
by- transaction basis in principle through such means as 
purchasing trade insurance. In managing country risks, 
the Group assigns nine level country-risk ratings to 
individual countries and regions based on objective 
measures according to the size of the country risks. 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. 
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 fixed and right-of-use assets, including real 
estate holdings, machinery, equipment and vehicles, and 
goodwill and mining rights. 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) Funding risks
The Group largely funds its operations by issuing bonds 
and borrowing funds from financial institutions, and 
therefore maintains good business relationships with 

financial institutions and keeps the long-term debt ratio at 
a specified level, which ensures stable funding. However, 
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 and social (human rights) risks
The Group has established Key Sustainability Issues 
(Human Rights, Environment, Resources, Local 
Communities, Human Resources, and Governance) and 
works to mitigate environmental and social (human rights) 
risks within business activities by establishing policies 
such as the Sojitz Group Environmental Policy, the Sojitz 
Group CSR Action Guidelines for Supply Chains, and the 
Sojitz Group Human Rights Policy; ensuring compliance 
with and the consistency of these policies throughout the 
Group; making efforts to ensure that its policies are well 
known to its suppliers; and evaluating and ameliorating 
risks. During the deliberation process for investments and 
loans, the Group acknowledges the environmental and 
social (human) risks of the business in question, and 
discusses the effects of those risks on the future 
sustainability of its businesses.
 In terms of risks related to the global environment, 
ecosystems, and changes in the climate, which could 
have a large impact on social systems or corporate 
activities, the Group pays close attention to trends in 
government policies and regulations in Japan and 
overseas with regards to the low-carbon/de-carbonization 
called for by the Paris Agreement. It also makes use of 
external investigations carried out by third parties, such as 
those regarding the quantity of greenhouse gas 
emissions by industry, alternate technology trends and 
policies, and regulatory trends; evaluates the risk of CO2 
emissions from each Group business; and analyzes the 
impact of these policies on relevant businesses within 
Sojitz Group. In addition, the Group discusses and 
acknowledges the effects of climate-related risks and 
opportunities in regular meetings between divisions and 
management, as well as carrying out sequential analysis 
of business areas in which it is thought that the impact on 
the Group’s business activities, management strategies, 
and financial planning will be larger, and analyzing the 
financial effects. The policy below was established in May 
2019, and the Group is implementing concrete measures 
in relation to the coal equity business and power 
generation business in particular, from which the CO2 
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emissions are expected to be high. 
 Policies for initiatives related to the coal equity 
business and coal-fired power generation business
 -  Reducing the assets of our thermal coal equity to half 

or less by 2030.
 - In principle, not acquiring new thermal coal equity.
 -  Not undertaking new initiatives in the coal-fired 

power generation business.
 Environmental, occupational health and safety, and/or 
human rights issues may still arise in the Group’s business 
activities or within supply chains, however. Moreover, 
environmental or human rights groups or local residents 
could accuse the Group of involvement in such issues. 
Such events could force the Group to temporarily or 
permanently cease business activities or require 
decontamination or cleaning measures. The Group could 
also face litigation, incur expenses related to 
compensation, or suffer damage to its social standing. 
Such developments could adversely affect the Group’s 
business performance and financial condition.

9) Compliance risks
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 in Japan and overseas, the Group 
has formulated a compliance program, established a 
compliance committee, and made other company-wide 
efforts to instill a compliance-oriented mindset within all 
Group officers and employees. However, such measures 
cannot completely eliminate the compliance risks 
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 risks
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 likelihood of this occurring, when it could 
occur, or 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 the Information Security 
Subcommittee, 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 against viruses that would exploit vulnerabilities 
in the system, 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 increasingly prevalent cyberattacks 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 and calamity risks
The Group could be directly or indirectly affected in the 
event of an earthquake, flood, storm, or other natural 
disaster or by a widespread pandemic that damages 
offices or other facilities or impacts employees and/or 
their family members. The Group has prepared disaster 
and pandemic 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 therefore be adversely affected 
by natural disasters and widespread pandemics.
 The Sojitz Group has taken various measures to 
combat the global COVID-19 pandemic based on 
government policies, action plans, and requests. These 
measures have prioritized preventing the spread of the 
virus inside and outside of the organization and 
protecting the safety of employees and other Group 
stakeholders. Specific measures have included 
staggering workhours; promoting teleworking; 
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encouraging employees to take paid vacation days; 
instituting more rigorous regulations related to business 
trips, meetings, and events; requesting that individuals 
coming to Japan from overseas stay at home; spreading
understanding of office infection prevention methods; 
tracking and managing employee health through the 
Health Support Office; and disseminating information on 
the steps to be taken should an individual become 
infected with COVID-19. In addition, the Group is tracking 
the state of this pandemic through its global network, 
issuing evacuation and other instructions based on 
by-region conditions, and helping distribute surgical 
masks on a global level.

13)  Risks related to spread of company information 
via the company website and SNS

Sojitz Group’s website and SNS accounts expose us to the 
risk of system vulnerabilities leading to doctoring of 
posted information or leaking of personal information 
collected via the website or SNS, as well as risk of 
criticism/claims or infringement of copyrights, 
trademarks, or rights of likeness stemming from use of 
the website or SNS accounts. As described in 11) above, 
we strive to develop measures to protect against system 
vulnerabilities to the greatest extent possible within 
reason. With regards to use of the website or SNS 
accounts, we require organizations to draft written rules 
for approving posted materials in advance and regularly 
reviewing the contents, for each website or SNS account 
owned by the organization. However, this does not fully 
eliminate risk, leaving room for the possibility that the 
website or SNS account could negatively impact trust in 
the company or value of the Sojitz brand.

14) Risks related to product quality
Through business investment, Sojitz Group is expanding 
the diversifying the business areas in which we operate. 
We are increasingly entering manufacturing and service 
sectors, and we are thus developing systems to control 
the quality of products and services which we
manufacture and provide. In the event of an unforeseen 
issue with product quality, however, Sojitz Group may be 
held accountable for damages stemming from that issue. 
Sojitz Group’s business performance and financial 
standing may be negatively impacted in this case.

15) Risks related to innovation
As a general trading company, Sojitz Group is conducting 
business in a wide variety of business fields. We are 
focusing on responding to changes in business models 

stemming from new technologies and the digital 
revolution, as well as improving work efficiency 
throughout the company. However, in the event of 
sudden changes to the industrial structure due to the 
rapid development of new technologies, Sojitz Group’s 
business performance and financial standing may be 
negatively impacted.

(2)  Risks related to Medium-term Management 
Plan 2020

Sojitz Group has established Medium-term Management 
Plan 2020, scheduled to end in the FY2020. Although the 
plan was drafted based on economic conditions, industry 
trends, and other information and predictions which were 
believed to be accurate at the time, the measures and 
policies therein may not proceed as planned due to 
sudden changes in the operating environment or other 
factors, and Sojitz may not arrive at the anticipated results.
 For the year ending March 31, 2021, which is the final 
year of Medium-term Management Plan 2020, Sojitz 
originally aimed for a profit for the year of ¥75,000 million 
or more. However, the Company now projects a profit for 
the year (attributable to owners of the Company) of 
¥40,000* million, a return on assets of 1.8%, and a return 
on equity of 6.8%. This forecast is based onderived from 
the assumption that the global economy will experience 
slowdown as a result of the spread of COVID-19, 
pandemic and that the current conditions will continue 
until the end of June, 2020, based on the information 
understood by the Group at the end of March 2020.The 
Group’s actual performance may fluctuate considerably 
as a result of a variety of factors, including when the actual 
spread of infection calms down, the economic 
environment of major domestic and overseas markets, 
and changes in exchange rates.
*  We have revised our profit for the year to be ¥30,000 million, based on our 

financial results in the first quarter of FY2020.
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7.  Group Management Policy, 
Operation Environment and Issues 
to Be Addressed

(1) Fundamental Policy
As set forth in the Sojitz Group Statement and Group 
Slogan, the company aims to maximize two values, first 
"Value for Sojitz," which includes expanding the Group’s 
business foundations and achieving continuous growth, 
and second, "Value for Society," which includes the 
development of regional and national economies and 
concern for human rights and the environment.

Sojitz’s Value Creation Model

Sojitz Group Statement
The Sojitz Group creates value and 

prosperity by connecting the world  

with a spirit of integrity.

Sojitz Group Slogan
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(2)  Outlook and Issues to Be Addressed 
Medium-Term Management Plan 2020

Medium-Term Management Plan 2020—Commitment to 
Growth—is the three-year plan established by the Sojitz 
Group started in April 2018. Initiatives are currently being 
implemented to accomplish the goals of this plan.
 Under this plan, the Sojitz Group will pursue steady 
growth by increasing the value of its assets while 
managing cash flows to continue conducting disciplined 
investments and loans (a total of ¥300,000 million over 
the three-year period of the medium-term management 
plan).
 In the final year of the plan, our target for profit for the 
year was ¥75,000 million or more. This was to be 
achieved through an average annual growth of 

approx.10% over the plan period from the previous year. 
More information on Medium-Term Management Plan 
2020 can be found on Sojitz’s corporate website (https://
www.sojitz.com/en/)
 The targeted performance indicators in Medium-Term 
Management Plan 2020 are as follows.

 Based on the Company’s shareholders equity costs of 
approximately 7% to 8%, targets for the management 

Performance Indicator Target

ROA 3% or above

ROE 10% or above

Net D/E ratio 1.5 times or lower

Dividend payout ratio Approximately 30%

Under Medium-Term Management Plan 2020, we will endeavor  
to link prior initiatives to growth while engaging in ambitious  

undertakings to achieve steady growth going forward.

Medium-Term Management Plan 2020 – Commitment to Growth
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* We have revised our profit for the year to be ¥30,000 million, based on our financial results in the first quarter of FY2020.

indicator of return on equity (ROE) have been set. In 
addition, Companywide targets have been formulated for 
return on assets (ROA) along with segment ROA targets 
for the final year of the medium-term management plan 
to facilitate efforts to achieve the ROE targets.
 In order to achieve the sustainable growth described 
in Medium-Term Management Plan 2020, the Group is 
focusing our efforts on disciplined balance sheets and 
cash flow management. Building up promising assets and 
replacing assets generates cash and profits, and we use 
the profits that come with this cash to accumulate treasury 
stock. Based on the cash flow generated and increased 
capital, we make further investments towards promising 
assets and shareholder returns. We are endeavoring to 
maintain this virtuous cycle. The growth investments and 
shareholder returns within this cycle will be managed 
within the scope of the cash flow generated by period 
earnings and asset replacement, enabling the 
continuation of investments for growth.
 With regard to balance sheet management, the 
Group will not only make new investments and loans in 
relation to promising assets, we will also carry out reviews 
that draw on continuing asset replacement, increasing the 
value of assets and businesses, and risk returns. This will 
lead to increased profitability. We will also continue to be 
conscious of cash control, which will enable us to ensure 
that the net DER is maintained at a maximum of 1.5, even 
with valuation and exchange rate fluctuations.
 In so doing, we aim for further growth as we maintain 

discipline within our balance sheets and cash flow.
 In the year ended March 31, 2020, the second year of 
Medium-Term Management Plan 2020, economic growth 
in developed countries continues to decelerate as a result 
of the trade friction between the United States and China, 
the economic slowdown in China, and geopolitical risks. 
Furthermore, the global COVID-19 pandemic that began 
in 2020 has diminished demand and greatly reduced 
sales in various industries, thus having a massive impact 
on the economy. In this environment, profit for the year 
(attributable to owners of the Company) amounted to 
¥60,800 million in the year ended March 31, 2020, the 
return on assets was 2.7%, and the return on equity was 
10.2%.
 For the year ending March 31, 2021, the Company 
projects profit for the year (attributable to owners of the 
Company) of ¥40,000* million, return on assets of 1.8%, 
and return on equity of 6.8%. This forecast is based on the 
assumption that the global economy will experience 
slowdown as a result of the COVID-19 pandemic and that 
the current conditions will continue for three months (until 
the end of June 2020), based on the information 
understood by the Group at the end of March 2020.
 The main businesses that will feel the impact of the 
COVID-19 pandemic include automobile-related 
businesses, which will be affected by partial store closures 
accompanying the domestic and international lockdown 
and requests for people to exercise self-restraint when it 
comes to leaving their homes; materials-related 
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businesses such as iron and steel-related businesses and 
chemicals businesses, which will be affected by the 
reduced demand for raw materials and related products 
that will occur with a decline in industry; and retail 
businesses, which will be affected by the partial store and 
shopping center closures and decline in consumption 
accompanying requests for people to exercise self-
restraint when it comes to leaving their homes, in Japan 
and overseas. The impact of all of this is expected to 
cause a loss of ¥23,000 million this year.
 In order to achieve the sustainable growth described 
in Medium-Term Management Plan 2020, the Sojitz 
Group will continue to adhere to its policy of conducting 
approximately ¥300,000 million of new investments and 
loans. By enacting this policy, we will surely accumulate 
quality assets. Investments and loans in the year ended 
March 31, 2020, amounted to around ¥81,000 million. 
Targets of this investment included automobile consumer 
finance companies; solar power, offshore wind power, 
and other renewable energy projects; communications 
towers and other infrastructure; airports; and shopping 
centers.
 Furthermore, the Sojitz Group is advancing initiatives 
targeting future growth. For example, a corporate venture 
capital fund was established to invest in start-ups in
countries around the world and measures are being 
implemented to create innovation and acquire and 
reinforce functions.
 Changes in achievements and forecasts in relation to 

contributions to earnings from investments and loans in 
Medium-Term Management Plan 2017 and Medium-Term 
Management Plan 2020 are shown below.
 In this situation, Sojitz intends to conduct investments 
and loans in promising projects with the potential to 
generate significant earnings in this fiscal year and 
beyond. These investments and loans will be carried 
about while being mindful of the need to control cash 
flows and to disburse business portfolios and risks on a 
Companywide basis. At the same time, Sojitz will 
endeavor to increase the values of businesses and assets 
in which investments and loans have already been 
executed. In this manner, it will conduct investments and 
loans and accumulate a portfolio of quality assets in 
pursuit of ongoing growth.
 Through the implementation of Medium-Term 
Management Plan 2020, the Company also seeks to 
accomplish the goals of the Sojitz Group Statement and 
achieve ongoing growth. To this end, we are increasing 
our focus on sustainability in management and furnishing 
foundations and systems based on our six Key 
Sustainability Issues (Materiality) and on our policy of 
incorporating the resolution of environmental and social 
issues into Sojitz’s business. In addition, sustainability 
challenges have been established as a long-term vision to 
define the Sojitz Group’s stance toward long-term 
initiatives for addressing climate change, human rights, 
and other global social issues.
 Regarding low-carbon/de-carbonization initiatives, 

Medium-Term Management Plan 2017
(FY2020 Forecast)

¥315.0bn

¥160.0bn

Approx. 7.5%

The amount of the investments 
and Loans over MTP2017 period

Outstanding investments 
and loans

ROI

(Latest forecast 6.4%)
Main
Businesses

Revision of earnings
contribution schedule

•Renewable energy businesses •Hospital project in the Republic of Turkey 
•Automobile dealership businesses etc.

Medium-Term Management Plan 2020
(FY2020 Forecast)

Anticipating steady
generation of profits

FY2018 Results

About
¥6.0bn

About
¥13.5bn

About
¥6.0bn

FY2019 Results FY2020 Forecast

¥300.0bn

¥230.0bn

Approx. 4.3%

The amount of the investments 
and Loans over MTP2017 period

Outstanding investments 
and loans

ROI

(Latest forecast 3.8%)
Main
Businesses

Project commencement delays

•Coking coal business in Australia •IPP business in the United States
•Paper manufacturer in Vietnam etc.

Anticipating steady
generation of profits

FY2018 Results

About
¥2.0bn

About
¥0.5bn

About
¥6.0bn

FY2019 Results FY2020 Forecast
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the Group is focusing our efforts on businesses that will 
lead to measures against climate change, including 
renewable energy businesses, which will help us to 
achieve a decarbonized society through our business 
activities as set out in our Sustainability Challenge. This is 
based on the demands of the Paris Agreement adopted 
at the 21st United Nations Climate Change Conference 
(COP21) in 2015. The Group also sold some thermal coal 
interests in FY2019.
 As we develop our businesses around the world, we 
promote the recruitment, training, and utilization of 
diverse talent, regardless of gender, nationality, or age, to 
enable us to exercise our competitive powers 
continuously over a long period. We are also endeavoring 
to develop systems and environments so that these 
talented people can exercise their individual capabilities 
to their full extent and contribute to the success of our 
organization. In March 2020, we were selected as a 
Nadeshiko Brand company for the fourth consecutive 
year. This Ministry of Economy, Trade and Industry award, 
hosted by the Tokyo Stock Exchange, recognizes listed 
companies that excel in their efforts to empower women 
in the workplace, In the future, Sojitz will continue to offer 
an environment in which diverse talents can exercise their 
capabilities to the full, and increase our company value.

8. Basic Policy on Dividends
As a basic policy, Sojitz’s top management priorities 
include paying stable dividends on an ongoing basis 
while enhancing competitiveness and shareholder value 
by increasing internal capital reserves and using them 
effectively. Under this policy, the consolidated payout 
ratio during the Medium-Term Management Plan 2020 
will be approximately 30%.
 Sojitz decided to pay a year-end cash dividend as 
follows after comprehensively considering factors 
including results for the fiscal year and total equity. As a 
result, the consolidated payout based on profit for the 
year (attributable to owners of the Company) was 34.8%.
 1)Type of dividend property: Cash
 2) Regarding items relating to the allotment of 

dividend property to shareholders, and their value,
 Sojitz’s common stock was ¥8.5 yen per share, with a 
total amount of ¥10,378 million
 Including the interim dividend of ¥8.5 per share paid 
on December 2, 2019, cash dividends per share for the 
year ended March 31, 2019 totaled ¥17.00 per share, and 
dividends paid totaled ¥21,011 million. The effective date 

of dividends from surplus was June 19, 2020.
 Sojitz’s Articles of Incorporation permit the payment of 
interim cash dividends by 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.

(Note) Dividends paid from surplus for the 17th term are as shown below.

Type of 
share Date of resolution

Total amount of 
dividends

(millions of yen)

Dividend per 
share
(yen)

Ordinary 
shares

November 1, 2019
Resolution of the Board of 

Directors
10,633 8.50

Ordinary 
shares

June 18, 2020
Resolution of the General 
Shareholders’ Meeting.

10,378 8.50
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