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Presentation 

 

Moderator: Ladies and gentlemen, thank you for your considerable patience. We would now like to begin the 
financial results briefing by MITSUI-SOKO HOLDINGS Co., Ltd. for Q1 of the fiscal year ending March 31, 2024. 

Today's materials are available on the website of MITSUI-SOKO. You can also download the materials from 
the documents tab in the upper-righthand corner of your screen. If you have any questions, please contact us 
via the chat function. Please enter your questions in the chat field and click the submit button. We are also 
conducting a survey today. After the Q&A session, the chat field will switch to the survey screen. Please enter 
information into the screen that appears. Thank you in advance for your cooperation. Now, I would like to 
hand over to Executive Director Nakayama. 

Nakayama: I am Nakayama from MITSUI-SOKO. Thank you very much for your participation today. I will now 
explain the financial results for Q1 of the fiscal year ending March 31, 2024, in line with the explanatory 
materials. 

 

Please see page two. First, I will give a summary of the Q1 results and the full-year forecast. As I will explain 
in detail later, our Q1 results decreased in both revenue and profit due to a reactionary decline from the 
special factors of the previous fiscal year and a drop in ocean and air freight rates. 

As for the outlook for the full year, we have revised operating income upward because of an improvement in 
profit margins due to control of purchase and freight costs, despite the expected decrease in revenues 
compared to the previous forecast due to lower-than-expected ocean and air freight rates. 
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In addition, the year-end dividend forecast has been revised upward due to the upward revision of the full-
year forecast. 

 

Please see page four. For Q1, operating revenue decreased JPY12.6 billion from the previous quarter to JPY66 
billion, and operating income decreased JPY0.6 billion to JPY6.2 billion. Despite the decrease in sales and 
income, the operating margin improved from 8.6% to 9.3% as a result of the cost control efforts that I 
mentioned. 

Ordinary income and net income also decreased from the previous period. Net income also saw a reactionary 
decrease from the extraordinary income generated in the previous fiscal year. 
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Please see page five. I will now explain our business performance by segment. 

From the current fiscal year, the breakdown of the logistics business is further classified by business category 
and the figures are shown here. Please see the upper part of the table, the breakdown of the logistics business 
in the operating revenue section. 

Starting from the top, I will give a brief overview of each segment. Warehousing and port transportation is a 
segment that handles trade cargo, and primarily warehouses in port areas. Airfreight forwarding is air 
forwarding of international cargoes such as automobile-related cargoes. 3PL & LLP business is mainly for 
manufacturers of electrical appliances, machinery, and electronic components, as well as for electronics 
retailers, and involves land transportation, mainly the trucking of daily consumer goods. 

I will now explain the performance of each segment. As for operating revenues, they were lower as the 
warehousing & port transportation, airfreight forwarding, and 3PL & LLP segments were affected by the 
decline in ocean and air freight rates in international transportation. 

On the other hand, looking at operating profit, as I mentioned at the beginning particularly about the airfreight 
forwarding segment, the profit margin has improved due to our efforts to control the cost of purchasing and 
freight. In land transportation, the Company is also working to improve profit margins by reducing chartered 
vehicle expenses through cost reduction measures such as improving truck loading rates. In other areas, the 
real estate business remained flat, while corporate expenses included upfront costs associated with the 
execution of DX investments. 
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Please see page six. I will provide some supplementary explanation of business results by segment. 

My earlier explanation was just a brief overview of the contents of each segment. The main customers and 
main cargoes handled in each segment, operating companies involved in each segment, and past performance 
trends for each segment are listed in the Appendix in the latter half of the presentation materials that you are 
currently viewing. 

We have indicated in this table the numbers of the pages on which each section is listed, so please refer to 
that when you have a moment. 
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Please see the step chart on page seven. I will now explain the factors behind the increases and decreases in 
operating income.  

I will explain by using the adjusted profit of JPY5.6 billion for Q1 of the previous fiscal year as a launching pad. 
That figure is the result of JPY6.8 billion for Q1 of the previous fiscal year, excluding the special factor of JPY1.2 
billion due to one, the decline in freight rates. Regarding two, the expansion of freight margin, it is due to the 
increase in margin resulting from the purchasing cost controls that I mentioned earlier. 

In addition to three, the cost increase in labor and other costs and four, upfront costs, as indicated in five, 
customers continued to adjust inventories, resulting in a slowdown in cargo movement, which was a factor in 
the decrease in profit. 

On the other hand, operating income for Q1 was JPY6.2 billion, due in part to the cost reduction effect of six, 
improved efficiency in delivery and the effect of seven, efforts to collect appropriate fees. 
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Please see page eight. The following is an explanation of the cash flow situation. 

Operating cash flow was a net cash inflow of JPY8.2 billion. This is mainly due to the posting of net income. 
Investing cash flow was a cash outflow of JPY2.3 billion. The Company mainly invested in the maintenance 
and renewal of logistics facilities and executed software investments based on its DX strategy. Financing cash 
flow, as noted in the materials, was a cash outflow of JPY7 billion, mainly due to repayment of debt and 
dividend payments. As a result, cash and deposits at the end of the period totaled JPY33.4 billion. 
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Please see page nine. I will explain the status of our balance sheet. 

Total assets increased by JPY2.3 billion from the previous period to JPY261 billion, mainly due to the 
acquisition of fixed assets. Interest-bearing debt, including lease obligations, decreased JPY1.5 billion to 
JPY91.1 billion. Equity capital increased by JPY3.9 billion to JPY97.2 billion, mainly due to the accumulation of 
profit and an increase in foreign currency translation differences. As a result, the equity ratio improved to 
37.2% and the D/E ratio to 0.94 times. 
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Please see page 11. I will explain our earnings outlook. 

First, regarding the H1 forecast, operating revenue is now at JPY133 billion, down JPY7 billion from the 
previous forecast. Operating income is forecast to increase by JPY1.5 billion to JPY11.5 billion. Although unit 
prices for ocean and air freight rates fell more than expected, resulting in lower revenues, the Company has 
revised its operating income for H1 of the fiscal year upward due to improved profit margins resulting from 
efforts to control procurement costs in the face of falling freight rates. 

The upward revision for H1 of the fiscal year is also reflected in the full-year forecast, with full-year operating 
income revised upward to JPY21.5 billion. 
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Please see page 12. The following is a comparison with the previous forecasts for each business segment. 

As explained in the slide of the Q1 results, operating revenues of the logistics segment are expected to 
decrease from the previous forecast due to the decline in ocean and air freight rates. However, operating 
income is expected to increase in airfreight forwarding due to margin expansion. 

As for 3PL & LLP, domestic transportation and delivery operations for white goods were stronger than 
expected, and we also received an order for the start-up of a new logistics base for e-commerce in the Kanto 
area. We also received an order for logistics services for an electronics retailer opening several new large-
scale stores in Kyushu. 

In addition, the Company expects to see an increase in profit compared to the previous forecast due to cost 
reductions resulting from improved loading efficiency by combining several types of cargoes. 
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Please see page 13. I would like to explain the cash flow projection. 

Operating cash flow is expected to be a cash inflow of JPY26 billion. Investment cash flow is expected to be a 
cash outflow of JPY12 billion. We plan to continue to invest in the maintenance and renewal of facilities, as 
well as in DX. Regarding financing cash flow, we expect a cash outflow of JPY14 billion due to repayment of 
borrowings and dividend payments. 
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Please see page 14. I would like to explain the outlook for the balance sheet. 

The balance of interest-bearing debt at the end of the fiscal year ending March 31, 2024, is expected to be 
JPY86 billion, a decrease of JPY6.6 billion from the end of the previous fiscal year. Since equity capital is 
expected to increase by JPY10.2 billion from the end of the previous fiscal year to JPY103.5 billion, the equity 
ratio is expected to improve to 39.4% and the D/E ratio to 0.83 times. 

The D/E ratio is expected to temporarily fall below the financial discipline target of 1 times set in the medium-
term management plan, but the Company has sufficient investment capacity in light of future investment 
plans, including construction on the Hakozaki Building to make it multi-tenant, which is to be executed next 
fiscal year. We will continue to control our balance sheet based on a D/E ratio of 1 times from a medium- to 
long-term perspective toward the final year of the medium-term management plan. 
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Please see page 16. I would like to explain our shareholder return policy. 

The Company determines the dividend amount so that the annual dividend payout ratio is 30%. The upward 
revision to the year-end dividend forecast reflects the upward revision to the financial results, and the 
dividend has been increased by JPY8 from the previous forecast. 
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Please see page 17. Finally, I would like to briefly introduce our efforts to enhance our corporate value. 

The Company executes management with an awareness of cost of capital and stock price in order to increase 
corporate value. In the current medium-term management plan, the ROE target for the final year is set at 12%, 
and we are working on various measures to achieve this target. 

We also engage in dialogue with shareholders and investors as needed. In our recent dialogue with investors, 
starting this fiscal year we have expanded our disclosure of the breakdown of the performance of our logistics 
business, which had been particularly requested by investors. We will continue to strive to further enhance 
our corporate value. 

This concludes my explanation. Thank you very much.  
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Question & Answer 

 

Moderator [M]: We will now move on to the question and answer session. Questions can be submitted via 
the chat function. Please note that we may not be able to answer all questions due to time constraints. We 
appreciate your understanding. Here is the first question. 

Participant [Q]: Could you please elaborate on the operational status of the semiconductor logistics base in 
Fukuoka and the small-lot EC logistics base in Takatsuki, Osaka, and the outlook for their contribution to 
earnings? Senior Managing Director Nakayama, please go ahead. 

Nakayama [A]: Let me start by explaining about the new semiconductor base in Kyushu. This is the result of 
the integration of the previously dispersed operations of our customers' semiconductor distribution function 
centers. The integration process has already been completed. 

One of the objectives of the merger is to capture semiconductor business in Kyushu, which is expected to 
expand in the future. Specifically, we expect to see the effects of increased revenues and profits next fiscal 
year and beyond. 

However, as you mentioned, the world's largest semiconductor manufacturers have entered the Kyushu 
market, and Japanese semiconductor manufacturers are becoming very active in the Kyushu region. We plan 
to closely follow these developments. 

Your second question is about the construction of an EC operations base in Takatsuki City, Osaka. This is in 
response to the change in sales channels of pet-related products by our customers, which is to further expand 
EC operations, which are currently conducted at one location in the Tokyo metropolitan area, by having one 
in eastern Japan and one in western Japan. 

We started in the Greater Tokyo Metropolitan area first, and that business is going very well, and we are going 
to expand this in western Japan as well. The P&L impact of this for the western-Japan portion will be realized 
in Q4 of the current fiscal year or later and will be more fully realized next fiscal year. That is all. 

Participant [Q]: We have received the following question. Could you tell us about the outlook for ocean and 
air freight rates, which are the premise for the revised plan, for Q2 and beyond? Please go ahead. 

Nakayama [A]: The future outlook for ocean and air freight rates. As indicated, with respect to ocean freight 
rates, except for some lanes, prices for containers have come down almost to a pre-coronavirus basis. 

However, the market for car carriers and tramper vessels carrying natural resources has been rising, and we 
wonder how shipping companies' supply will develop in the future. And how the demand for containerized 
cargo will change in the future. Many shipping companies are of the opinion that the situation will reverse 
around Q4, but the outlook is still uncertain. 

The situation is almost the same for airfares, but a closer look shows that the price decline has not been as 
severe as it has been for shipping fares. It is almost like before the coronavirus pandemic, but if you look at 
the lanes in detail, especially in Europe, there are geopolitical risk factors, such as the inability to fly over 
Russia, and various other cost-increasing factors, and prices are moving at relatively high levels. 

Regarding those price trends, we are viewing Q2 onward on the basis we had when we made the forecast. 
However, market trends are extremely volatile, and we would like to review our forecast for H2 of the fiscal 
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year, and our forecast for the full fiscal year, after fully assessing customer and market trends at the end of 
H1. That is all. 

Moderator [M]: If you have any questions, please type them in the chat box and click the submit button. No 
one has any questions. Please go ahead, Senior Managing Director Nakayama. 

Nakayama [M]: Thank you very much for taking time out of your busy schedule to join us today. 

Moderator [M]: Finally, we would like to ask for your cooperation in filling out the questionnaire. The chat 
field has been switched to the survey input screen. Please enter your information here. 

This concludes the presentation of the financial results of MITSUI-SOKO for Q1 of the fiscal year ending March 
31, 2024. Thank you for joining us today. 

 [END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
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