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Presentation 

 

Moderator: Ladies and gentlemen, thank you for your very long patience. We would now like to begin a 
financial results meeting for Q1 of FY2025 of MITSUI-SOKO HOLDINGS Co., Ltd. Today's materials are available 
on the website of MITSUI-SOKO HOLDINGS. The URL of the materials is also available in the chat box at the 
bottom of the screen. If you have any questions, please click the Q&A button at the bottom of the screen. 
Please enter your question and click the submit button. 

We will also conduct a survey today. After the Q&A session, the screen will switch to the survey input screen. 
Please enter the information on the screen that will appear. Thank you very much for your cooperation. Now, 
I would like you to begin. Mr. Nakayama, Representative Director, Senior Managing Director, please. 

Nakayama: My name is Nakayama from MITSUI-SOKO HOLDINGS. Thank you very much for attending today's 
meeting. I will now explain the financial results for Q1 of FY2025, along with the materials. 

 

Please see page two. First, I would like to provide a summary of Q1 results and the full-year forecast. 

Details will be explained later, but Q1 results showed a decrease in operating profit due to shrinking freight 
margins caused by a rise in the unit purchase price of air cargo transportation and temporary vacant floors of 
the major building by the conversion to multi-tenant in the Real estate business. 
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With regard to the earnings forecast, we have revised upward for H1 forecast, mainly due to the emergence 
of urgent air transportation caused by fully loaded container ships, which was not incorporated in the initial 
plan. The full-year forecast has also been revised to reflect only the upward swing in H1. 

 

Please see page four. 

As for Q1 results, as shown in the materials, operating revenue was almost unchanged and operating profit 
decreased from the same period of the previous year. International cargo movement remained unchanged 
due to a lull in customers’ inventory adjustment, but we had a decrease in operating profit due to not only 
shrinking freight margins, but also a temporary decrease of rent income in the Real estate business. 
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Please see page five. I would like to explain our business performance by segment. 

Please see operating profit in the bottom row. In Warehousing/Port transportation, although handling volume 
was on the increase, because of the launch of new high-fashion logistics operations, etc., profit declined, 
partly due to launching cost for a new operations base in Europe, etc. 

As explained at the beginning, Airfreight forwarding profit decreased mainly due to a contraction of margins. 
In 3PL/LLP, profit increased due to an increase in the handling of semiconductor logistics in Kyushu region. In 
the Real estate business, as I mentioned earlier, profit decreased due to the tenant replacement. 
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Please see page six. I will now explain the factors of changes in operating profit. 

Please see the step chart. (1) and (2) are the decrease in profit due to Real estate and Airfreight forwarding, 
as I mentioned earlier. Cost factors included (3) an increase in labor costs and (4) launching costs for the new 
operation base. 

As for the trend of cargo movement in (5), trade cargo movement in Japan remained sluggish, and overseas, 
mainly in Southeast Asia, the storage balance remained weak. International transportation of automotive-
related cargo also declined compared with the same period of the previous year. 

In addition to the progress of cost reduction efforts such as improvement of delivery efficiency in item (6), 
handling at the high-fashion logistics I mentioned earlier and at the new base for semiconductor-related 
logistics in Kyushu region, which was newly established last year, increased in item (7). Despite the severe 
business environment and transient negative factors, efforts to increase profit are steadily progressing in 
focused areas. 
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Please see page seven. The following is an explanation of the cash flow situation. 

Operating cash flow was a net cash inflow of JPY9 billion, as shown here. Investing cash flow was a cash 
outflow of JPY4.9 billion due to value-increase work on the Hakozaki Building and the acquisition of additional 
shares in a joint venture in China. 

Free cash flow was mainly used to pay dividends, and financing cash flow was a cash outflow of JPY3.5 billion. 
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Please see page eight. I would like to explain the status of our balance sheet. 

The D/E ratio improved to 0.73x due to the accumulation of profits and the impact of foreign exchange rates. 
We have now secured sufficient surplus capacity for future investment execution. 
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I will now explain FY2025 financial forecast. Please see page 10 of the material. 

Current performance has exceeded expectations of H1 forecast announced in May. As a result, we have made 
an upward revision on our H1 forecasts. As explained at the beginning, this is mainly due to the emergence of 
urgent air transportation demand caused by fully loaded container ships on some routes. The full-year 
forecast has been revised to reflect only the upward swing in H1, leaving H2 forecast unchanged. 
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Please see page 11. I would like to explain the forecast by segment. 

Please look at the operating profit in the bottom row. By segment, we raised our profit forecasts for 
Warehousing/Port transportation, Airfreight forwarding, and 3PL/LLP in the Logistics business. 

In Warehousing/Port transportation, we had anticipated a certain degree of cost increase impact in the initial 
forecast, but efforts to optimize rates received from customers progressed ahead of schedule, and the impact 
of cost increase was less than expected. 

Profit for Airfreight forwarding, as I mentioned earlier, has increased due to the impact of fully loaded 
container ships. In 3PL/LLP, handling of semiconductor-related logistics was stronger than planned. 

Finally, I would like to explain the leasing progress of the Hakozaki Building in the Real estate business after 
its conversion to a multi-tenant building. We plan to have an occupancy rate of approximately 75% at the end 
of FY2025. To date, leasing activities are progressing smoothly in line with this plan, and we expect full-year 
results to be in line with our previously announced forecasts. 
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Please see page 12. I would like to explain our cash flow forecast. 

Within the forecast for investing cash flow, we included capital investment of JPY14 billion. In addition to the 
DX investment, the Company expects to incur expenditures through investment in new and expanded logistics 
facilities and implementation of value-increase work at the Hakozaki Building. 
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Please see page 13. I would like to explain the forecast for the balance sheet. 

The D/E ratio at the end of FY2025 is expected to be 0.74x, almost unchanged from the end of the previous 
fiscal year. We will continue to control our balance sheet based on a D/E ratio of 1.0x from a medium-term 
perspective toward the final year of the medium-term management plan, taking into account plans for future 
growth investments and the balance of shareholder returns and other factors. 
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Please see 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%. This is intended to provide shareholders with a flexible return of profit growth associated with 
the implementation of the Company's growth strategy. For FY2025, although a one-time decrease in profit is 
expected, the Company has set a minimum dividend of JPY146 per share from the viewpoint of stable 
dividends, based on dialogue with shareholders. 

This concludes my explanation. Thank you for your attention. 
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Question & Answer 

 

Moderator [M]: Before we move on to the Q&A session, I would like to first introduce questions that we often 
receive after the announcement of financial results. Here is the first question. 

Participant [Q]: The upward revision has been made this time, but does it reflect only the upward revision of 
Q1 results? Does this include the upward revision of Q2 forecast? 

Nakayama [A]: Okay, I will answer. The majority of this revision reflects the upward revision of Q1 results. We 
have not factored in the revisions for Q2 and beyond, including H2 of the fiscal year, as there are many 
uncertainties in these revisions. 

For the current outlook for fully loaded container ships, as you know, global marine and air transportation 
depend on how the situation of the Suez Canal or the Panama Canal will change in the future, what the future 
of port labor negotiations in Canada, the US, and the East Coast will look like, what will happen to the supply 
and demand for empty containers, or the future of the supply-demand relationship for how new container 
vessels will be deployed. More basically, many shippers have built up a large amount of inventory in the 
COVID-19 pandemic. In these circumstances, there is a possibility that some parts and materials may not be 
available in time for changes in sales and production. 

Looking at July, we received a number of inquiries from customers regarding whether or not we would be 
able to provide emergency air transportation in such cases, or how we would respond to the situation. 

We expect to have a better outlook on this point at the end of Q2, when we close H1 of the fiscal year, and 
we would like to share this information with you at that time. That is all. 

Participant [Q]: Next question. Regarding the Real estate business, how is the leasing situation for the 
Hakozaki Building? 

Nakayama [A]: Okay, I will answer. First, with regard to the leasing situation of office buildings in central 
Tokyo, the vacancy rate has fallen slightly. Rents are rising slightly, which means tailwind for us from our 
leasing sales perspective. In this context, we have been strongly developing leasing activities. 

We currently plan to fill approximately 75% of the leasable area of the Hakozaki Building by the end of FY2025, 
and based on the progress to date, we will be able to achieve it. The progress is on track. We intend to disclose 
information on this situation as it becomes available. That is all. 

Moderator [M]: I will now move on to the Q&A session. If you have any questions, please click the Q&A button. 
Please enter your question and click the submit button. 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]: What is your outlook for Q2 and beyond in terms of overall cargo movement and the progress 
of price revisions? 

Nakayama [A]: I will answer. As for cargo movements, when we prepared the budget for this fiscal year in 
March, we expected a recovery to start at the end of H1, around September. Accordingly, the budget for H2 
was made to have higher figures than that for H1. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
14 

 

Looking at domestic and international cargo movements in Q1, there were variations by region, but we feel 
that they were bottomed out. However, we believe that we still need time to determine how active it is and 
if it is sustainable. 

Regarding the areas where cargo movements are strong in Japan, as you know, consumption and purchasing 
have not recovered well due to rising prices, but among consumer goods, air conditioners, for example, have 
been performing very well although they normally stop moving around this time in August. We feel that this 
movement will continue with the extremely hot summer.  

In the field of semiconductors, new investment in Kyushu and Hokkaido regions is progressing rapidly, and 
production at existing facilities is also very strong, so our business in Kyushu has been solid as well. 

Then, looking overseas, Europe is not bad. The US consumer market is still strong, to say the least. I think one 
key point is whether the economy will sustain itself amid discussions of interest rate cuts, etc. in the future. 

In China, the government has been working to restore the real estate slump, and although the consumer 
goods sector has been a bit weak, there are signs of a partial recovery from around July. However, China itself 
is trying to boost its economy through an export, and is putting a great deal of effort into exports to Europe, 
the US, and Asia. 

We are a little concerned about Southeast Asia, as we think the region is a little slow on a global scale. 
However, as you know, while the foreign exchange and financial markets are in a state of confusion and 
turbulence, we will continue to execute management while keeping a close eye on how it will impact 
consumption and production. 

On the other hand, with regard to cost increases, labor costs have steadily risen both in Japan and overseas, 
and our vendors have asked us to revise their fees in light of these increases, and we have responded to some 
of their requests. It means that we also ask our customers to accept on cost increase on our side. 

However, simply passing on the higher costs as they are will not work well in this world, so vendors and we 
will work together to improve efficiency. We and our customers will work together to improve efficiency. In 
this context, I think the pace of fee revisions has somewhat picked up in the current fiscal year. 

We will not relax these efforts after Q2, and we believe that costs will not fall, so we will continue our efforts 
to improve efficiency and negotiate price revisions. That is all. 

Participant [Q]: Next question. Do you feel that your business opportunities are expanding as a result of 
manufacturers' logistics reformations? 

Nakayama [A]: I will answer. As I may have mentioned before, during the COVID-19 period, many 
manufacturers were faced with distortions and suspension in their global supply chains, and were unable to 
deliver or produce goods. While they responded to the situation in various ways, I believe that there has been 
considerable progress in reviewing the importance of logistics. 

However, as I mentioned earlier in the section on fully loaded container ships, the market environment 
surrounding global logistics is changing very rapidly, and it is difficult to find the perfect response to these 
changes. 

This is where the know-how and wisdom of logistics companies can be utilized, and we not only consult with 
customers on response to fully loaded container ships, but also review domestic logistics and the underlying 
commercial distribution system. We are aware that new business opportunities have emerged for our 
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proposal-based sales. We understand how capturing the opportunities will greatly affect our business 
performance, and we are working on it as a whole. 

I am not sure if I have answered your question, but that is all. 

Participant [Q]: Next question. Are you the only company to capture the demand caused by fully loaded 
container ships? Or is it happening in the air cargo market as a whole? 

Nakayama [A]: Okay, I will answer. In the past, major players in airfreight forwarding have dealt with the 
demand by fully loaded container ships. However, as for the current situation, manufacturers have increased 
their inventories, including distribution inventories, local production material inventories, and product 
inventories to some extent, so there is not yet a large demand by fully loaded container ships. 

It's very hard to forecast how much of this will occur in the future, but one thing to note is whether the 
customer has a large amount of inventory on hand for all the materials. For example, a chemical manufacturer 
told us that local stocks of some of the catalysts needed for production were running low and that products 
would not be able to meet the delivery target by ship, so we were consulted and we flew them out. 

In the end, it all depends on how our customers respond to changes, so we are working, using our past 
experience, to obtain information quickly and to speed up and diversify our procurement process so that we 
can help our customers respond to change and meet all their needs. 

It is difficult to see what the future holds, but if there is such a need, we will certainly work on it. That is all. 

Moderator [M]: If you have any questions, please use the Q&A button at the bottom of the screen. Please 
enter your question and click the submit button. 

We have no more questions. Senior Managing Director Nakayama, please. 

Nakayama [M]: Yes. Well, thank you very much for your time today. 

Moderator [M]: Finally, we would like to ask for your cooperation in filling out the survey. The screen will 
switch to the survey entry screen after the briefing. Please fill in the form on the screen that appears. This 
concludes the presentation of the financial results for Q1 of FY2025 for MITSUI-SOKO HOLDINGS. 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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factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
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