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Presentation 

 

Moderator: Ladies and gentlemen, thank you for your very long patience. We would now like to begin the 
financial results briefing of MITSUI-SOKO HOLDINGS Co., Ltd. for Q3 of the fiscal year ending March 31, 2024. 
Today's materials are available on the website of MITSUI-SOKO HOLDINGS. Now then, Senior Managing 
Director Nakamura, please start your explanation. 

 

Nakayama: I am Nakayama from MITSUI-SOKO HOLDINGS. Thank you very much for your time today. I will 
now explain the financial results for Q3 of FY2024, along with the explanatory materials. 
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First, I will talk about a summary of the Q3 results and the full-year forecast. Please turn to page two. As I will 
explain in detail later, the Q3 results showed a decrease in both revenue and profit due to a reactionary 
decline from the special factors of the previous fiscal year and lower ocean and air freight rates. Despite this 
environment, the Company promoted operational efficiency and secured profits as planned. As for the 
outlook for the full year, although there are differences by segment, the consolidated total is progressing in 
line with the earnings forecast announced in August last year. 
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Please move on to page four. As for the Q3 results, operating revenue decreased by JPY36.8 billion YoY to 
JPY197.5 billion, and operating profit decreased by JPY4.4 billion to JPY16.9 billion. While the Company saw 
decreases in revenue and profit, it has been promoting operational efficiency and optimization of fees in 
response to rising cost of sales. Ordinary profit and profit attributed to owners of parent also decreased YoY. 
Profit attributed to owners of parent also saw a reactionary decrease from the extraordinary profit generated 
in the previous fiscal year. 
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Please turn to page five. I would like to explain our business results by segment. As for operating revenue, the 
warehousing/port transportation, airfreight forwarding, and 3PL/LLP segments reported lower revenues due 
to lower ocean and air freight rates and weak cargo movements in international transportation. 

Please refer to the operating profit below that. As for 3PL/LLP, weak cargo movement in international 
transportation was offset by steady cargo movement in domestic distribution to electronics retailers and 
improved efficiency of operations in distribution centers, resulting in lower revenue but flat profit. 

In the land transportation segment, the profit margin improved, and profit increased as a result of cost 
reduction measures, such as improved truck loading efficiency and the optimization of fees received. Besides, 
the real estate business remained flat, while the eliminate/corporate segment incurred upfront costs 
associated with DX investments. 
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Next, I will explain the factors behind the changes in operating profit. Please take a look at the chart on page 
six. I will explain based on the actual value of JPY17.5 billion as a launching pad. This value was calculated by 
subtracting the special factors of JPY3.8 billion in the previous fiscal year from the actual result of JPY21.3 
billion for Q3 of the previous fiscal year. The special factors are shown as the decline in freight rates in the 
encircled one. The expansion of freight margin in the encircled two was due to a temporary increase in margin 
as a result of flexible purchases during H1 when freight rates were declining. Current freight rates have 
remained generally flat. 

In addition to the cost increase factors such as labor costs in the encircled three and upfront costs in the 
encircled four, as indicated by the trend of cargo movement in the encircled five, customers' inventory 
adjustments have still continued and international cargo movement slowed down, which were the main 
factors behind the decrease in profit. 

On the other hand, as I mentioned earlier, domestic movement remained relatively strong. As a result, 
operating profit for Q3 was JPY16.9 billion, due in part to the cost reduction effects by efficiency 
improvements in the encircled six and efforts to collect appropriate fees in the encircled seven. 

With the disappearance of the special factors that had been in place until the previous fiscal year, even in an 
environment of weak international cargo movement, domestic 3PL and land transportation have remained 
strong, securing stable earnings from a well-diversified business portfolio. 
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Please move on to page seven. Next is an explanation of the cash flow status. Operating cash flow resulted in 
a net cash inflow of JPY18.3 billion. This was mainly due to the recording of profit attributed to owners of 
parent and the collection of accounts receivable. 

Investing cash flow resulted in a net cash outflow of JPY5.8 billion. The Company invested mainly in the 
maintenance and renewal of logistics facilities and in software based on its DX strategy, and also invested in 
a partner company that is working to commercialize trunk route transportation services using self-driving 
trucks. 

As stated in the materials, financing cash flow was a net cash outflow of JPY12.5 billion, mainly due to 
repayment of borrowings and dividend payments. As a result, cash and deposits at the end of the period 
totaled JPY34.3 billion. 
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Please turn to page eight. I would like to explain the status of our balance sheet. Total assets decreased by 
JPY0.8 billion YoY to JPY257.9 billion, mainly due to a decrease in trade receivables. Interest-bearing debt, 
including lease obligations, decreased by JPY4.9 billion to JPY87.7 billion. Equity capital increased by JPY8.3 
billion to JPY101.6 billion, mainly due to the accumulation of profit and an increase in foreign currency 
translation adjustments. As a result, the equity ratio improved to 39.4% and the D/E ratio to 0.86 times. 
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Please move on to page 10. I would like to explain our results forecast. The forecast for the full year remains 
unchanged from that announced last August, with operating revenue of JPY273 billion and operating profit of 
JPY21.5 billion. Although there are some differences among segments, the current performance of the 
consolidated total is progressing in line with the earnings forecast announced in August. 

While the outlook for international cargo movement remains uncertain, we expect that the consolidated total 
will progress as planned based on the solid performance in Japan. 
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Please turn to page 11. This table shows the forecast of business results by segment. As explained in the slide 
of the Q3 results, the three segments of warehousing/port transportation, airfreight forwarding, and 3PL/LLP 
are expected to post YoY revenue declines due to weak trade cargo movement and falling unit prices of ocean 
and air freight rates. 

On the other hand, we expect profit growth in the domestic 3PL/LLP and land transportation, as cargo 
movements remain relatively firm compared to overseas, and we aim to improve profit margins through cost 
reduction measures such as improved truck loading efficiency, as well as by optimizing fees collected. 

The real estate business is expected to progress as planned and remain unchanged from the previous fiscal 
year. As for the eliminate/corporate, although DX investment and other expenses are expected to increase 
YoY, we intend to flexibly control costs in line with changes in the business environment. 
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Please turn to page 12. I would like to explain the cash flow forecast. Operating cash flow is expected to be a 
net cash inflow of JPY24 billion. Investment cash flow is expected to be a net cash outflow of JPY11 billion. 
The Company plans to continue to invest in the maintenance and renewal of facilities as well as in DX. 

In addition, part of construction costs of the Hakozaki Building to renovate it into a multi-tenant office is 
scheduled to be paid in Q4. As for financing cash flow, we expect a net cash outflow of JPY13 billion due to 
repayment of borrowings and dividend payments. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
12 

 

 

Please turn to page 13. I would like to explain the balance sheet forecast. The balance of interest-bearing debt 
at the end of FY2024 is expected to be JPY86 billion, a decrease of JPY6.6 billion from the end of the previous 
fiscal year. Since the equity capital is expected to increase by JPY9.7 billion from the end of the previous fiscal 
year to JPY103 billion, the equity ratio is expected to improve to 39.6% 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 time in the medium-term 
management plan. This is due to the fact that the Company has ensured sufficient investment capacity in light 
of future investment plans, including the renovation of the Hakozaki Building into a multi-tenant office to be 
executed in the next fiscal year. We will continue to control our balance sheet based on a D/E ratio of 1 time 
from a medium- to long-term perspective toward the final fiscal year of the medium-term management plan. 
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Please turn to page 15. I would like to explain our shareholder return policy. The Company pays dividends 
flexibly linked to business performance based on an annual dividend payout ratio of 30% and plans to pay a 
full-year dividend of JPY142 for the current fiscal year. There is no change from the dividend forecast 
announced in August, but the dividend will be increased by JPY8 from the initial forecast announced in May. 
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Please move on to page 16. Lastly, I would like to introduce the current status of our endeavor to enhance 
our corporate value. The Company executes management with an awareness of capital cost and stock price 
in order to increase corporate value. In the current medium-term management plan, the ROE target for the 
final fiscal year is set at 12%, and we are working on various measures to achieve this target. 

We recognize that the expanded disclosure of the breakdown of the logistics business results from this fiscal 
year has further deepened the content of our dialogue with investors. Currently, we hold dialogues with our 
shareholders and investors from time to time, with capital efficiency and capital cost as one of the themes in 
our dialogues. 

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

 

Moderator [M]: Before we move on to the question-and-answer session, I would like to start with questions 
that we have received from many people before the financial results briefing. First question. 

Participant [Q]: With regard to the Daihatsu and Toyota recalls, will they affect your emergency 
transportation business? Please answer. 

Nakayama [A]: There is no direct impact of the recalls at this time. However, we are anticipating changes in 
the future, such as an extension of new car development period, a narrowing of car models to be introduced, 
and an increase in the ratio of actual vehicle inspections. We are determined to communicate with our 
customers, respond quickly, and follow up so as not to miss business opportunities. That is all. 

Moderator [M]: Next question. 

Participant [Q]: Regarding air and ocean freight rates, how long do you expect the unit price decline to 
continue? Please answer. 

Nakayama [A]: This varies slightly from route to route, but both ocean and air freight rates have largely 
stopped falling. As we have already informed you, due to the deteriorating security situation on the voyage, 
the current situation is on a somewhat upward trend, although this also depends on the routes. There are still 
uncertainties related to the supply-demand relationship, so we will continue to operate the business while 
keeping a close eye on market trends and customer response. That is all. 

Moderator [M]: I will now move on to the question-and-answer session. Please kindly understand that we 
may not be able to answer all questions due to time constraints. Thank you for your understanding. Let me 
now introduce the first question. 

Participant [Q]: Regarding international transportation, mainly air forwarding, what is the future outlook for 
cargo movement and freight rates, and what are the trends for new 3PL projects in the next fiscal year? Please 
answer. 

Nakayama [A]: You are asking about the cross-border forwarding situation, mainly international 
transportation. As I mentioned the market situation earlier, the international cargo movements also vary from 
region to region, but looking at cargo movements within Asia or from Asia to Europe and the United States, it 
seems that the market has not yet returned to the level before COVID-19. 

We expect this situation to change by future measures for economic stimulation and interest-rate policies in 
various countries. We will continue to develop our business while keeping a close eye on the situation in each 
country and the stance of our clients in this regard. 

On the other hand, as I mentioned earlier in my explanation, the 3PL business in Japan has been relatively 
robust compared to cross-border cargo movements. 

It is true that overall domestic consumption, especially sales growth of durable consumer goods, has been 
sluggish due to rising prices, but we have been able to expand our business by following up with customers 
who are aggressively opening new stores and developing their businesses. 
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As for the outlook for the future, this is exactly the same as in the cross-border area. We are keeping a close 
eye on what form the domestic economic and consumption stimulus measures will take in the future and on 
trends in interest rate policy and other factors. That is all. 

Moderator [M]: I will read out next question. 

Participant [Q]: I have two questions. Can you give me some guidance on the Q4 outlook for international 
transportation? As a second question, when do you expect international transportation to bottom out? Please 
break it down into unit price and volume. Please answer. 

Nakayama [A]: Your first question is about the status of international transportation in Q4. To begin with, Q4 
is, in principle, the slack season for international transportation. One reason is that there are many New Year's 
holidays as well as the Chinese New Year in China, a major production base, so cargo movements are relatively 
weak compared to other periods of the year, even in a normal year. 

On the other hand, as for other regions, consumption is very strong in the US, and cargo from China is moving 
to some extent. In the meantime, the ratio of China to the US importing countries is decreasing, and that of 
Vietnam and India is increasing. Looking at the contents, [inaudible] is also changing very much, and we expect 
that the logistics companies involved in this area will also be affected by changes in handling volume 
depending on customer trends. We need to follow up on this area carefully. 

In terms of unit price, as I mentioned earlier, freight rate is rising in the route around the Cape of Good Hope 
due to security concerns, but we have not yet reached a situation where the supply of vessels cannot keep up 
with demand. We are not currently experiencing the conversion of ocean transportation to air transportation 
that we had experienced for the past two years, and we do not expect this conversion to occur in the near 
future. However, there are still uncertainties. The reduction in the number of vessels passing through the 
Panama Canal due to water shortages is gradually taking effect, so we need to take a close look at the situation. 

As for when the freight rate and volume in the international transportation will bottom out, we have been 
discussing this issue with the companies involved, but there are both positive and negative factors. As far as I 
know, there is still no one who has made a clear analysis of when the bottom will be reached, and the market 
will turn around. They are watching the situation. I think that the current situation is highly uncertain. That is 
all. 

Moderator [M]: Next question. 

Participant [Q]: You said that 3PL and LLP are performing well. Is the weak demand the reason for lower 
revenue and flat profit in your full-year forecast? Please tell me how you see future domestic demand. 

Nakayama [A]: As I mentioned earlier, compared to cross-border forwarding, we are firmly developing our 
business in Japan. In the meantime, as I mentioned earlier, from the perspective of a full-fledged recovery in 
domestic consumption, we cannot afford to be optimistic in the 3PL and LLP segment in which we are 
currently focusing our efforts. 

We need to acquire a number of new customers who are shifting from in-store sales to e-commerce, and we 
are currently working on logistics design with several of them. Therefore, we expect these measures to bear 
fruit. We will continue to focus our efforts on expanding our business in this field, and we are determined to 
respond to the extremely strong needs of our customers who would like to review their commercial 
distribution and logistics. That is all. 

Moderator [M]: Next question. 
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Participant [Q]: Please tell me about the impact of the Hakozaki's renovation into a multi-tenant office on 
profit and loss in the next fiscal year and beyond, the progress of leasing, and the response. Please answer. 

Nakayama [A]: The current main tenant's contract will be changed, not end, in April of this year, and the 
leased space will be reduced to about half of what it was before. After this, we will start value-up work to 
welcome new tenants. 

At the same time, we are promoting leasing sales activities. To date, we have received many inquiries. There 
is a new supply of office buildings in prime locations in Minato-ku and Chiyoda-ku, and rents are becoming 
considerably higher. We are keenly aware through our marketing activities that the Hakozaki building we own 
is in demand by other clients who do not go for such newly supplied buildings. 

However, we also do not intend to sell at a discount, so we are having solid conversations with our clients 
here. If possible, we would like to have a variation in the portfolio with varying lease terms, while also hedging 
risk, as we are now proceeding with leasing activities. 

It will take a certain amount of time, but we are confident that the location is where their space will be filled 
with no doubt and that the quality of the assets is very high, as judged by experts. That is all. 

Moderator [M]: Next question. 

Participant [Q]: You mentioned automobiles and consumer electronics in your materials and prior questions, 
but are there any notable movements including strength or weakness in other cargoes such as medicals? 
Please answer. 

Nakayama [A]: In the medical field, which we call health care, we have expanded our facilities and filled them 
to capacity, developing a very profitable and efficient business. This is a major source of earnings for the 
warehousing segment. 

At the same time, we are now promoting sales activities to expand the business with more advanced bio-
medical customers, and we have already won some contracts. However, that volume has not yet be sufficient 
in this field. With approval from the relevant government agencies for insurance coverage and other items, 
the volume will dramatically increase. While most of our customers here are companies of foreign origin, we 
are steadily doing marketing activities and I believe that such efforts will be reflected in our P/L in the near 
future. That is all. 

Moderator [M]: There is no one who has any questions. Senior Managing Director Nakayama, please. 

Nakayama [M]: Thank you very much for joining us today. I would like to ask for your continued support. 

Moderator [M]: That concludes the financial results briefing of MITSUI-SOKO HOLDINGS for Q3 of FY2024. 
Thank you very much for joining us today. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
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4. This document has been translated by SCRIPTS Asia.   
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document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
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believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
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RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
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APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
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ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
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