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Record-Breaking Earnings

Functioning as a Springboard for

Future Growth

Ongoing March Toward Our Next Stage

People cannot grow if they just keep doing the same thing
over and over again; they need to constantly tackle new
challenges, always looking toward the future. The same
can be said of companies. The first medium-term manage-
ment plan | played a substantive role in formulating was
Medium-Term Management Plan 2017, which spanned
the years ended March 31, 2016 to 2018. This was when |
was still the executive officer responsible for corporate
planning. When we announced this plan, we were target-
ing profit for the year of more than ¥60.0 billion in the
year ended March 31, 2018, the final year of the plan.
This large step-up from the level of ¥33.1 billion in the
year ended March 31, 2015, was to be achieved through
growth in earnings from both trading activities and busi-
ness investments. Unfortunately, we failed in accomplish-
ing this target, only posting ¥56.8 billion in profit in the
year ended March 31, 2018. The primary cause behind
this failure was an inability to invest in line with our initial
intentions, which in turn was a result of our lacking capac-
ities and speed when it came to finding projects. | saw this
deficiency as emblematic of a need for fundamental
reforms to the Company. After its birth through the
merger, Sojitz was in a position in which it needed to
restructure its management. We addressed this need by
proceeding to build a stable financial base by limiting
investments, but this came at the cost of opportunities to
acquire new functions and form new networks via busi-
ness investments. As a result, we found ourselves in a
situation in which—even if we sought to ramp up new
investment for the purpose of achieving further earnings
growth—frontline organizations were unable to find
promising projects or were only able to identify projects
that were quite small in scale. We were thus unable to
achieve the earnings growth we had desired.

For more information, please refer to
page 16.

Information on the progress
of Medium-Term Management
Plan 2023
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When | took up the position of president, | implemented
a number of measures aimed at encouraging employees
to tackle new challenges from a forward-looking perspec-
tive. However, Sojitz is lacking in financial muscle in com-
parison to other general trading companies, which means
we cannot compete with our rivals when it comes to
money. We are therefore pressed to exercise ingenuity
while refining the functions and value that are unique to
Sojitz. Since launching these measures, | have been notic-
ing a gradual increase in the scale of the investments
proposed to management, and the types of these invest-
ments have also been changing. This shift seems to be
evident of how these ambition-inspiring measures have
come to be embraced by employees. The results of this
shift have been witnessed under Medium-Term
Management Plan 2023 [A], the current plan covering
the period from the year ended March 31, 2022, to the
year ending March 31, 2024. In the year ended March 31,
2023, we posted our second year of record-breaking
earnings, and profit for the year surpassed ¥100 billion for
the first time in our history, with a figure of ¥111.2 billion.
Medium-Term Management Plan 2020, which we
announced in 2018, described our goal of eventually
achieving profit for the year of more than ¥100 billion.
I am incredibly impressed with our ability to actually reach
this level a mere five years after this announcement. Now
that we achieved this earnings goal, | think it is important
for us to develop an even greater appetite for ambition to
propel us toward our next stage.

Accelerated Progress Toward New Growth

The point of common focus of the business models of
general trading companies is shifting from upstream man-
ufacturers to downstream consumers in all value chains.
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In addition, there have been shifts from low-value and
low-profitability midstream businesses, a traditional area
of functions for trading companies, toward high-value and
high-profitability businesses in upstream or downstream
areas. Many may see this as the standard approach toward
portfolio reforms by general trading companies as of late.
However, we have a different approach. Sojitz looks to
expand in both upstream and downstream areas. In other
words, we will not simply conduct unrelated investments
in high-profitability businesses in upstream or downstream
areas; we will look to generate connections between
businesses in these areas and branch out from there to
invest in a broader range of business fields, thereby refin-
ing and strengthening our functions and networks.
Furthermore, we will raise the value of the businesses in
which we have invested so that these businesses can be
used as a ladder to future opportunities. Based on this
approach, we have proceeded to make steady investments
in the three focus areas defined in Medium-Term
Management Plan 2023.

Infrastructure & Healthcare

In the energy solutions field, Sojitz has been leveraging
the networks and partnerships with power and gas com-
panies as well as with manufacturers it has formed over
the course of its history through interest development,
production, and sales of crude oil, gas, and other fossil
resources to develop upstream thermal power and renew-
able energy generation businesses. At the same time, we
have been branching out into energy saving service and
electricity and gas retail businesses in downstream areas.
A short-term perspective will not be sufficient going for-
ward. Rather, we will need to look further toward the
future, toward 2030 or even 2050, to formulate various
scenarios for the energy supplies of Japan and the world
in that future. Based on this outlook, we should then
adopt a backcasting approach to determine the types of
businesses that Sojitz needs to create. In the past, Sojitz
has played a part in helping ensure energy and economic
security in Japan and other parts of Asia. With eyes
toward realizing a decarbonized society, Sojitz's next target
will be the field of next-generation, new energy. The need
for such new energy sources is increasing rapidly as transi-
tions to new types of energy are accelerated. In this area,
we signed a memorandum of understanding with
Sembcorp Industries Limited, a major Singapore-based
energy and urban solutions provider, in fall 2022. This
agreement calls on both parties to strategically coordinate
to develop a wide range of solutions for the infrastructure

and new energy sectors based on the theme of decarbon-
ization. Singapore has declared its target of achieving
carbon neutrality by 2050, and the country is aggressively
incorporating the development and utilization of new
energy into its approach toward achieving this goal. Based
on our experience investing in thermal power generation
and renewable energy businesses, we understand that
success in the new energy field is dependent on the ability
to continue to sell electricity and energy produced at a set
price over the long term. This is why our strategic partner-
ship with Sembcorp, a government-associated company
that has a core role to play in Singapore’s energy strate-
gies, is so important. Our ability to form this partnership
was the result of Sojitz's history of working together with
Sembcorp in Vietnamese thermal power generation busi-
nesses for more than two decades. Looking ahead,
Sembcorp and Sojitz will complement each other’s
strengths and provide functions that the other partner
might lack as they develop renewable energy, a green
hydrogen and ammonia value chain, waste-derived renew-
able natural gas produc-
tion, and other new energy
field businesses in the Asia
Pacific region. Through
these businesses, we aim
to contribute to industry J ‘
Memorandum of understanding

and SOClety In Japan and signing ceremony with Sembcorp in
other parts of Asia. October 2022

L,

Growth Markets to Be Approached through
Market-Oriented Initiatives

In the focus area of growth markets to be approached
through market-oriented initiatives, Sojitz is enhancing its
seafood product processing value chain. Demand for
seafood products may be on the decline in Japan, but
global seafood product demand is expected to see sub-
stantial long-term growth as a result of rising interest in
seafood products in other parts of the world. Our involve-
ment in this field was previously limited to tuna trading.
However, we cannot grow the scale of our earnings
through such midstream businesses alone. Over the years,
we have branched out into upstream areas and into the
processing business through our involvement in a frozen
tuna processing business in China from 2003 and our
entry into the tuna farming business through Sojitz Tuna
Farm Takashima Co., Ltd., in 2008. Recognizing that our
value chain was still lacking, even with these additions, we
chose to expand into the downstream areas of the value
chain through the acquisition of The Marine Foods
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Corporation and its tuna product processing and sales
business in 2022. By coordinating with such downstream
areas, we sought to broaden and build upon our opera-
tions in this area and thereby achieved further growth.
Another addition to our value chain came in March 2023,
when we acquired all of the shares of TRY Inc., which
boasts functions spanning the procurement, processing,
and sales of frozen tuna. This acquisition bolstered our
function lineup by introducing the value-added function
of domestic processing into our prior functions of tuna
farming and overseas processing. We are thus now poised
to provide an even more robust lineup of products to
Marine Foods' customer base of some 4,000 companies.
Given the rise in health consciousness, the global market
for seafood products is expected to continue to grow,
particularly with regard to venues like sushi-go-rounds and
general supermarkets. To capitalize on this growth, Sojitz
will combine the respective strengths of these new acquisi-
tions, namely, the customer base of Marine Foods and the
high-quality and competitively priced processed seafood
products of TRY, with the Company’s global network to
expand the scale of its earnings.

Materials & Circular Economy

As a general trading company, Sojitz realizes that it is
charged with a mission that goes beyond contributing to
the development of a circular economy through the effec-
tive use of finite resources and the reduction of environ-
mental impacts; we also must procure and realize a
reliable long-term supply of the materials that are essential
to industries of rising importance, like semiconductors,
next-generation batteries, healthcare, and telecommunica-
tions. This field features intense competition, and we have
thus chosen to exercise scrutiny when it comes to invest-
ment. One of the investments conducted based on this
approach under the current medium-term management
plan was our partnership with eCycle Solutions Inc.,
Canada’s largest collector and processor of resources from
urban mines. This investment signaled Sojitz’s entry into
the electronic component recycling business in the North
America market. We were also able to gain footholds that
will go a long way toward strengthening the resilience of
our rare earths and fluorinated material supply chains in
Japan. There were new business areas, but both were
areas that we were able to enter thanks to the partner-
ships and networks with customers with whom we have
continued to build trust through our history of providing
the basic trading functions of a general trading company.
Meanwhile, in regard to fluorinated materials, which have
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strong prospects related to next-generation storage bat-
teries and other applications, Sojitz entered into a regional
land cooperation agreement with Mexichem Fluor, S.A. de
C.V,, its Japanese subsidiary Mexichem Fluor Japan Ltd.,
and Kitakyushu City in Japan’'s Fukuoka Prefecture, in
February 2023. Japan is currently only sourcing fluorinated
materials, for which demand is expected to show robust
growth going forward, from a very limited range of loca-
tions. This situation presents issues in terms of national
economic security. Seeking to address these issues, Sojitz
has teamed up with Mexichem, with which it has built a
strong partnership over more than three decades of trad-
ing fluorite, a fluorinated material. By combining
Mexichem’s fluorite procurement capabilities and fluori-
nated material business operation experience with Sojitz's
business operation expertise and sales network, we aim to
heighten the resilience of Japan’s fluorinated material
supply chain while contributing to the development of the
downstream areas of this supply chain.

Furthermore, Sojitz concluded a sole distributor agree-
ment with Lynas Rare Earths Limited of Australia in 2011
regarding the supply of rare earths to Japan. In March
2023, we announced our decision to invest an additional
AUD200 million in Lynas for the purpose of securing a supply
of rare earths for the Japanese market. In this manner, we
continue to build upon the networks formed through our
prior business and trading activities to acquire assets in
fields that are anticipated to contribute to future earnings.

New Ways Found through Distinctively
Sojitz Ingenuity

This approach toward compensating for our lack of finan-
cial muscle in comparison to rivals with distinctively Sojitz
ingenuity is also being applied to reforming the earnings
structures of existing businesses.

One example that demonstrates this approach is Meat
One Corporation, a joint venture company established by
Sojitz Foods Corporation in 2018. We have been engaged
in transactions with Cargill, Incorporated, the world’s
largest grain trader, for more than half a century, and we
thus found ourselves pressed with bolstering our ability to
sell the meat products offered by this company. However,
the ham and sausage manufacturer that held a high share
of meat sales in Japan already had a business relationship
with other trading companies, meaning that there was
not much of a chance for us to increase sales to this
company. Instead, Sojitz turned its attention to the meat
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processing companies that procure meat through trading
companies and other venues to be processed and sold. It
was together with a number of these companies that we
established Meat One. This move resulted in a dramatic
increase in Sojitz's meat sales capacity. In this manner,
Meat One is a clear example of our finding a new way
based on distinctively Sojitz ingenuity. Another example
can be seen in our automotive dealership business. Other
general trading companies deal with Japanese automobile
manufacturers. Sojitz, however, focuses on overseas man-
ufacturers, which has allowed us to achieve impressive
results by following our own unique path.

We emphasize a hands-on approach toward operating
businesses [ B in order to take full advantage of Sojitz's
ingenuity. This approach is apparent in the case of Saigon
Paper Corporation, a Vietnamese papermaker acquired in
2018. The original plan for this acquisition was to grow its
industrial paper product business amid the surging
demand seen at that time. However, the market took an
unexpected turn, which, when combined with the
changes to the operating environment, caused demand to
plummet and led Saigon Paper to fall into a persistent
state of unprofitability. The Sojitz staff stationed at and
seconded to this company engaged in close communica-
tion with the local staff as they promoted exhaustive
inventory management and pursued extensive reductions
in costs. There was even a time when | would talk with
the local staff and confirm their progress via web confer-
ence on a weekly basis. This ongoing process of trial and
error allowed us to find a path toward growing Saigon
Paper by capitalizing on its position as Vietnam’s market
share leader for household paper products. As a result, we
expect this company to finally post a profit in the year
ending March 31, 2024. Even if things do not go as
planned, we do not give up. Quite the contrary, the Sojitz
approach is to seek out new ways through ingenuity and
to carry out steadfast improvements to achieve results.

Growth of Individuals Driving Growth
of Sojitz

Earlier, | mentioned that the scale of investment proposals
has been growing. Specifically, during the period of
Medium-Term Management Plan 2020, we started con-
ducting investments with scales of more than ¥10.0 bil-
lion. Under Medium-Term Management Plan 2023, the
scale of investments has risen to surpass ¥20.0 billion and
even ¥30.0 billion. | believe that these increases to the

scale of our investments can be attributed to the signifi-
cant accumulation of business investment experience
throughout the organization as well as to the improve-
ment to the financial base and earnings that support these
investments. Rather than jumping into a completely new
field, we have proceeded to grow the scale of our invest-
ments in fields where we already have a track record of
success. We have thereby been able to steadily grow our
previously small revenue-generating businesses without
any substantial failures. Through this process, Sojitz has
reinforced its earnings foundations in non-resource busi-
nesses, which are relatively resilient to the impacts of
operating environment changes. | also have to boast
about the steady improvement in our earnings power that
we have achieved as a result.

It has been the growth of individuals at the Company
that has driven this growth for Sojitz. In recent years, a lot
of attention has been directed toward the idea of empha-
sizing human capital in management. As a general trad-
ing company, there can be no denying that human
resources are central to our value creation activities.
When | assumed the position of president, one of the first
things | did was to revise our human resource evaluation
systems. At that time, around 70% of our employees were
receiving the mid-rank rating of “B.” This represented a
serious issue: employees had become accustomed to the
idea that, for better or worse, if they just kept doing the
same thing, they could get a rating of “B.” However, if
people do not set high targets for themselves and do not
work hard in order to surpass these targets, they will not
be able to feel as though they are growing and will not be
able to pursue further growth. To address this stagnancy
in our organization, we revised our evaluation systems to
ensure more varied evaluations by predetermining the
ratio of employees who would receive each rating. As part
of this process, | sought to stress the idea that, even if one
is producing results, they should not receive a high rating
if they just continue to do the same thing over and over
again. | used every opportunity to reiterate the importance
of not becoming complacent but instead always looking
to the next mountain to be climbed. This ongoing effort
has resulted in a gradual change in employee perception.

Another initiative to stimulate the growth of employees
was the Hassojitz Project, a new business proposal contest
launched in 2019. This contest is designed to make the
overall corporate culture at Sojitz more aggressive. The
first iteration of this contest was only open to employees
who had been at the Company for fewer than 10 years,
but the scope of eligibility was expanded in the following

For more information, please refer to For more information, please refer to

page 37. page 58.

Examples of hands-on manage-

Information on human resource
ment approach strategies
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As a springboard toward future
growth, shifting our approach
toward human resources will be

more important than anything.

year. Gradually refining the project with each coming year,
we held the fifth iteration of the Hassojitz Project in 2023.
Only a handful of the proposed projects are actually made
into businesses. Nonetheless, | feel that giving a wider
range of employees the opportunity to experience the
process of earnestly engaging in business planning to
learn the challenges and fun of this process will be a great
asset to the future growth of Sojitz.

Shift in Approach Toward Human
Resources

Recently, we informed all Sojitz employees that we will be
introducing new human resource systems under the next
medium-term management plan. The directives for these
new systems were forged over an ongoing process of
discussion among management that lasted nearly a year.

If we are to use our current scale of earnings of ¥100 billion
as a springboard toward future growth, shifting our
approach toward human resources will be more important
than anything. Based on this recognition, we examined
the types of human resources and organizations we would
need in order to enact our corporate philosophy and
realize our vision for 2030 of becoming a general trading
company that constantly cultivates new businesses and
human capital. We also looked at what Sojitz would
require to continue creating value over the next decade
given the massive changes being seen in its workforce, the
scale of its investments, and the operating environment.
These discussions led us to be reminded of the importance
of the fundamentals, namely, ensuring that we can attract
diverse employees and provide them with opportunities to
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tackle new challenges and grow, and that line managers*

can draw out the potential of individual employees to fuel
ongoing value creation by the Company. We have thus
defined four themes for human resource systems: earnest
interactions between people, self-initiated ambition and
growth, development of a new management approach,
and data-driven communication. Discussions with employ-
ees based on these themes are underway with the goal of
launching new human resource systems in April 2024.

Sojitz has an open corporate culture that allows it to
utilize the capabilities of younger employees. This is why
we are abandoning old conventions like lifetime employ-
ment and seniority based on length of service. We thereby
aim to shape the new human resource systems through
the type of ingenuity that is suited to Sojitz to make these
systems our first step toward becoming a company where
everyone can find more opportunities to tackle new chal-
lenges and grow than at anywhere else. In recent years,
we have seen non-Japanese employees recruited straight
out of overseas universities exercising their skills in their
ideal position at Sojitz. | suspect the time it took them to
get used to the unfamiliar culture at a Japanese company
felt longer than it needed to, and there were many who
left Sojitz before they could become acclimated. Those
who remained, however, are now empowered in the value
creation initiatives they are advancing in Japan or in their
home country. This is the vision | hold for Sojitz as it uti-
lizes diversity as a source of competitiveness.

Of course, we also must recognize that a change in
systems will not necessarily equate to a change in the
Company. It is therefore imperative that we make employ-
ees aware of the fact that they need to be proponents in
creating their own opportunities to tackle new challenges
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and grow. The new systems may not yet be in place, but
we have already begun encouraging employees to change
their perception and how they act now. | want to build a
company where people communicate with their colleagues,
inspire one another, and chase their own personal ambi-
tions in order to continue transforming Sojitz and the
world, and | too am taking action to drive this change.

* Line managers: Section managers, general managers, and other managers
responsible for steering organizations

Creation of New Value for an Era of
Great Change

In the past, | have likened the period of great transforma-
tion we are in today to the historic Meiji Restoration that
fundamentally changed Japan. The Meiji Restoration was
a period of rapid modernization in Japan. Similarly, today
we are seeing a fundamental transformation to the values
that had been the norm previously. The accelerated digita-
lization trend and the rising concern for environmental,
social, and governance (ESG) issues as well as a number of
major global developments, including the COVID-19 pan-
demic and the war in Ukraine, have overlapped to create a
complicated and rapidly changing environment. In this
changing environment, our purpose—our role as a general
trading company—uwill be to create new functions and
networks and link businesses with businesses and people
with people to generate new value. Sojitz's strength is the
tenacity that allows it to transform changes, not into risks,
but into opportunities for creating new value, and this is
something that we will need to continue to do going forward.
Sojitz has long been involved in the procurement of
crude oil, gas, coal, and other conventional fuels. We also

Our purpose will be to create
new functions and networks and
link businesses with businesses
and people with people to gen-

erate new value.

have a history in energy businesses like thermal power
generation. Today, however, the operating environment is
changing rapidly as a result of the global trends toward
decarbonization and decentralization of power sources
while the competitive climate is evolving due to a rise in
new market participants, and these trends are transform-
ing Sojitz’s role in this area. Under Medium-Term
Management Plan 2023, Sojitz commenced a new invest-
ment in an energy saving service business. In this business,
we have been utilizing the power generation business
functions we have developed thus far to provide renew-
able energy and emissions-free energy solutions in
response to the needs of the investee’s customers. In this
manner, we are generating value while also contributing
to the growth of the investee. This is a prime example of
our framing market changes not as risks but rather as
opportunities to pursue in the form of innovative initiatives.
Conversely, we cannot become overly attached to busi-
nesses in which Sojitz cannot fulfill its purpose. We have a
history in condominium and other real estate areas that
spans more than half a century. However, the role for Sojitz
to play in this business has been diminished, and we thus
chose to turn it over to a more suited steward. The operating
environment is always changing. Sojitz is committed to
transforming change into opportunities, while carefully
assessing risks, to boldly lay the groundwork for businesses
that will contribute to future earnings. At the same time,
we will be decisive in reorganizing and exiting businesses
when necessary to transform Sojitz's business portfolio
and thereby accelerate the creation of distinctive value.
During the Meiji Restoration, Sojitz predecessor Suzuki
& Co., Ltd., saw the massive upheaval as representing an
opportunity to create various businesses, thereby playing
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an important role in the development of Japan while
growing itself. In the current era of great transformation,
Sojitz is pressed to play a role, not as a Japanese general
trading company, but as a global general trading company
by responding to the needs of the global market to con-
tribute to the development of the world. In 2023, Vietnam
and Japan celebrated the 50th anniversary of the start of
their diplomatic relationship. Sojitz predecessor Nissho
Iwai Corporation was developing crude oil and coal busi-
nesses in this country since even before the Vietnam War.
In fact, in 1986 Nissho Iwai became the first company
from the Western Bloc to receive approval to set up a
representative office in Vietnam, creating the foothold it
would use to further grow its business in the Vietnamese
market. In the years that followed, this company contin-
ued to support the economic development of Vietnam
through afforestation, fertilizer, industrial park, electricity,
and various other businesses. In recent years, Vietnam has
been experiencing rapid economic growth. Sojitz has
responded by setting up a food product value chain, and
the results of these efforts are already beginning to appear.
Going forward, we will continue to strengthen the
bonds our forebearers forged with Vietnam. (D] At the
same time, we will seek to contribute to the development
of new areas, as our forebearers did in Vietnam. The world
still holds numerous new frontiers for Sojitz to explore.

Transformation Together with the Times
to Heighten Corporate Value

Effectively, the only numerical target of Medium-Term
Management Plan 2023 that remains unmet is achieving a
price-to-book ratio (PBR) of 1.0 times or above. On August 31,
2023, PBR stood at 0.82 times. This figure represents a
substantial improvement from the level of 0.60 times on
March 31, 2021, and we still aim to raise PBR above
1.0 times.

| have praise for our efforts to improve our external repu-
tation and otherwise reduce cost of capital through the
enhancement of non-financial initiatives and information
disclosure based on Sojitz's value creation process. E]
At the moment, discussions among members of manage-
ment are centered on how to address the rising obsoles-
cence of existing businesses and the new earnings
opportunities emerging amid technological progress in the
increasingly uncertain operating environment in order to
achieve ongoing growth. | have touched on how Sojitz’s
history is a history of transformation. [F]We have

sought to respond to the changing operating environment
by finding new ways through distinctly Sojitz ingenuity.
This pursuit is encapsulated in the Sojitz Group slogan of
“New way, New value.” If we can effectively communicate
this ability to transform and improve earnings, we should
be able to inspire the market to feel a sense of anticipa-
tion toward the ongoing growth of Sojitz. | am confident
that this process will allow us to reach the milestone of a
PBR of above 1.0 times.

Business is all about timing, and we cannot take advan-
tage of the ideal timing if we do not act. Also, even if we
do act at the ideal timing, it is only a matter of time before
a given business will cease to be relevant. This is some-
thing that | have come to know all too well during my
long history in the business world. The mission of a gen-
eral trading company of delivering goods and services
where necessary is not about being bound by precedent
but rather is one of adopting a market-oriented perspec-
tive to determine what goods and services the market
needs at any given time. If we go about fulfilling this
mission by identifying the functions and networks Sojitz
should supply, | am sure that we can find our way. This
process of introspection will ensure that Sojitz can con-
tinue to transform together with the times, no matter
how they may change, in order to keep creating value.

No matter what the decision, the criterion for deciding
always comes down to one simple question: Do we have
the necessary functions or not? This is why speed is impor-
tant and why we cannot become complacent and must
continue to embark on new ventures. Sojitz is always
marching forward to its next stage. We have made the
preparation needed to raise Sojitz's corporate value; all
that is left now is to do it. We will continue to share our
vision for Sojitz's next stage with investors and with our
various other stakeholders to give them a sense of antici-
pation, to which we will aspire to live up to. | hope we can
look forward to our stakeholders’ ongoing understanding
and support as we walk down this path.

September 2023

Masayoshi Fujimoto

Representative Director,
President & CEO

@ For more information, please refer to @ For more information, please refer to

page 26. page 21.

E For more information, please refer to
page 2.

Special feature on Sojitz's
business history in Vietnam

Information on Sojitz's value
creation process for improving
corporate value

Information on the history of
Sojitz’s predecessors and their
business creation initiatives
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Growth Strategies for Becoming a
General Trading Company That
Constantly Cultivates New
Businesses and Human Capital

!
Medium-Term Management Plan 2023—"Start of the Nex‘t Decade,” which was launched in April 2021, has been
positioned as our first step, the start of the next decade, toward accomplishing our vision for 2030 of becoming a
general trading company that constantly cultivates new b‘usinesses and human capital. Under this plan, Sojitz is
moving forward with flexible measures for addressing volatile changes in the operating environment and tackling
the management challenges it faces. We were thereby able to achieve record-breaking performance for two con-
secutive years and record profit for the year in excess of ¥100.0 billion for the first time in the Company’s history.
With the exception of price-to-book ratio (PBR) of 1.0 times or above, Sojitz accomplished all of the targets set for
the key performance indicators (KPIs) of the plan ahead oif schedule. We are nearing the end of Medium-Term
Management Plan 2023, the first step toward our vision for 2030. Accordingly, we would like to take a moment to

review this plan with eyes to the next three-year period and to the future that lies beyond that.

Improvement of Financial
Position and Reorganization
of Unprofitable Businesses

Sojitz was established in April 2004 through the merger
of Nichimen Corporation and Nissho Iwai Corporation.
In the year ended March 31, 2005, immediately after
the merger, a massive impairment loss of around ¥400.0
billion was recorded for the purpose of improving the
health of our asset portfolio. At the same time, the
Company undertook large-scale equity financing with
the goal of recovering its equity. The Company also
employed a debt equity swap to reduce interest-bearing
debt to around ¥1 trillion. As a result, total equity stood
at ¥280.0 billion on March 31, 2005, while net debt
equity ratio (DER) was at an incredibly high 3.58 times.
[t was thus clear that the top priority for management

was to improve the Company’s financial position and
continue to reorganize unprofitable businesses.
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Sojitz's Vision and Overall Direction

Sojitz Group Statement
The Sojitz Group creates value and prosperity by connecting the world with a spirit of integrity.

Sustainable management for
a prosperous world

Value for Sojitz

Strategic Road Map

Pursuit of “Competitiveness”
and “"Growth Markets"

® Adopt local market-oriented initiatives

® Collaborate proactively

B Strive for speed

® Aim for corporate and employee transformation

2020

Value for Society

2030

Vision for 2030

Constantly cultivating new businesses
and human capital

Respond to market needs and
social issues through value creation

Fulfill our general trading company mission:
Deliver goods and services where necessary

= Rising global economic and social uncertainty among diversifying values a

= Developing products and deploying functionality based on Sojitz’s perspec

Sojitz’s History of Transforming Management Strategies While Overcoming Adversity and Failure

Pursuit of Growth with a Healthy Financial Base

Due in part to the benefits of ongoing asset replacement and
favorable commodity market conditions, Sojitz was able to
grow to the point that it was able to break previous perfor-
mance records in the year ended March 31, 2008. However,
the 2008 financial crisis followed by the 2011 Great East
Japan Earthquake triggered a downturn in performance and
placed Sojitz in a position in which it once again needed to
reform its management structures. We thus proceeded to
revise our asset portfolios and risk management systems
coupled with reforming earnings structures and emphasizing
a well-managed balance sheet as our top priority. This
approach inspired the Company to always tackle the issues
immediately at hand, even in the event of failure, to ensure
that past failures were not carried forward and to prevent
future losses. This experience forged the management foun-
dations that Sojitz has continued to value to this day.

Over the years that followed, we made steady progress in
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our medium-term management plans, maintaining profitabil-
ity for seven consecutive years. This impressive performance
was a result of our resolute adherence to our central manage-
ment tenets of disciplined financial management, ongoing
asset replacement for improving resilience to operating envi-
ronment and market fluctuations, and creation and growth of
clusters of revenue-generating businesses. The start of the
COVID-19 pandemic in 2020 adversely impacted our earn-
ings, but the steady efforts we had advanced to improve
financial health up until that point made it possible for us to
continue to make notable progress in efforts toward reform-
ing our asset portfolio as necessary in order to support struc-
tural reforms and facilitate the shift toward a decarbonized
society. Through these efforts, we found ourselves with the
foundations necessary for undertaking a massive shift toward
ongoing initiatives targeting growth when it came time to
formulate Medium-Term Management Plan 2023.
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DIRECTION

Growth Strategies for Becoming a General Trading Company That Constantly Cultivates New Businesses and

Human Capital

9
A
m
2
: fani : fei gt : Growth Strategies for Creating Value =
Backcasting Approach Beginning with 2030 Vision to Position Medium-Term 9 9 Growth Strategies 9
Management Plan 2023 for the Leap Toward Further Growth . . "
Market Needs and Social Issues Based on Megatrends Pursuit of Competitiveness and Growth Markets
Medium-Term Management Plan 2023 was formulated by in order to continue creating value in the future.
using a backcasting approach beginning with our vision for Beginning with Medium-Term Management Plan 2017, f .
2030. The groundwork for this plan was laid through a series Sojitz has continued to invest around ¥300.0 billion over the Focus Areas of Medium-Term Management Plan 2023
of in-depth discussions at the intensive discussion session for three-year period of each of its medium-term management
N " ) . . . . . Infrastructure & Healthcare immn Marl;ets Wl Agpr_o_ached Materials & Circular Economy
management*' on how Sojitz can continue to provide value in plans. We started largely with specifically targeted investment through Market-Oriented Initiatives
the increasingly uncertain operating environment. Through as well as investments in projects focused on creating value. Develop essential infrastructure and Strengthen efforts in retail areas in Deepen the 3R (Reduce, Reuse,
this examination, it was determined that Sojitz would need to Under Medium-Term Management Plan 2023, however, we provide services as a social mission  growth markets such as ASEAN and India Recycle) businesses <
. . . . . . . S . >
enhance its competitiveness via policies emphasizing local have been branching out and building upon individual invest- Investments in P
market-oriented initiatives, collaboration, and speed. ments to develop our operations with a greater sense of FY2021-2022 ¥104.0 billion ¥86.0 billion ¥10.0 billion :_""
This approach is meant to drive Sojitz to continue growing scope. Examples of such expansion include our domestic and Upward revision to investment target for Medium-Term Management Plan 2023 from initial ¥300.0 billion plus ~
and creating value through ongoing new investments and the overseas seafood product business, retail operations in ¥30.0 billion in non-financial investments to ¥500.0 billion instituted in May 2023 ;
reformation of earnings structures in existing businesses. At Vietnam, and infrastructure and energy-related businesses. (23
the same time, the smiling curve is growing sharper as a This approach has enabled us to make steady investments in Acceleration of Business Portfolio Transformation %
result of the digitalization trend, which means that gen- growth from a more medium- to long-term perspective. L o . o ) . i ) ) g
eral trading companies will have to continue to propose more Sojitz is transforming its business portfolio with the aim of generating a cycle of ongoing value creation through the reinforcement <
*1 Overnight management retreat seeing participation from outside directors, : : : : : : : :
multifaceted and soph|st|cated functions in the future. We other members of senior management, and the heads of business and func- and tranSf?rmatlon of I.ts Opera.tmg foundatlor'w. One.approach toward' this task will be new |T1vestr.nents in focus ?nd Other.areas' At
plan to address this need through a strategy of investing in tional divisions the same time, Yve are introducing new value into eX|st|lng businesses in accordance with their business phase while advancing asset
both the upstream and downstream areas of the value chain replacement to improve the value of our overall portfolio.
<
! >
Continuous pursuit of new investments X Enhancement of earnings power and strengthening pas
Business transformation directives: Formulation of sophisticated strategies for achieving growth Expansion into new business areas ' of earnings foundations m
@ Retail businesses  Value raising through co-creation with partners ! of existing busi by building on strengths 9
Retail businesses in the ASEAN region and Japan (JALUX Inc., Royal Holdings Co., Ltd.) ! . . m
A . ! @ Automotive business
Approaches to aChleVlng g rOWth The Marine Foods Corporation (seafood product manufacturing company), TRY Inc. (processor 1 >
and seller of frozen tuna) : ® Coking Coal business in Australia g
Continuously make new investments X Reform earnings structure in existing businesses O. EnergySolutionsigExpansionfofibusinessesiandifunctions ! Chemical Trading business z
verseas energy service company operations (McClure Company of the United States, Ellis Air : « Enhancement of earnings capacity by bolstering and broadening operations o
Group Pty Ltd of Australia), renewable energy businesses . in areas of global ;(rength B ) a
Pursuit of Competitiveness and Growth Markets @ Healthcare Materials & Circular Economy ﬁl * Maximum streamlining of logistics functions in trading businesses ) Pl
Expansion of primary Domestic fluorine compound business, Canadian household i * Expansion of functionality and improvement of margins by reviewing existing J_>1
o Pursuit of competitiveness and market growth expected to contribute to the development of growth businesses healthcare business in  appliances, and electronic device recycling business New | | stable transactions m
_'-C_, Asia Pacific region Supply of rare earths to Japan (Lynas Rare Earths Limited of [Investments ; | Growth (9]
 Focus on businesses and initiatives that can go beyond standalone projects to become fields of ongoing operation = Australia) : m =<
o] 1
Local market-oriented initiatives Collaboration Speed G Asset | Value . .
Asset replacement Replacement 1 Creation Creation of new value to raise overall value
Expansion of management assets through portfolio transformation : Cultivation of next-g ion busi ‘_’"
Dlgltal transformation  Divestment from thermal coal and oil and gas interests based on decarbonization target 1 ® Identification of customer needs through market-oriented §
* J-REIT management business 1 approach 3
* Withdrawal from low-profit trading businesses : @ Creation of better customer experience with digital m
« Reduction of cross-shareholdings 1 technologies (.2
1  Secondhand vehicle sales using digital twins -
.. . .y 1 . il i
Policies and Measures for Securing Competitiveness ] Mmoo Dosnes I Sphezst Asi S
1 _
Sharpening smiling curve*? ! é
Profitability o
Planning, development, Ie duct sal . ) ) 2
licensing, o™ Traditional general trading company businesses
interest ownership, etc. Ta|'99t UPStream B EES
<—| and downstream |—> / A 4 ; -
Business Model Characteristics
ket
Row S terial markets Shift from product-oriented approach to market-oriented
production Product approach encompassing upstream and downstream
Component manufacture value chain areas L . . B ;U>
and sales Characteristics of General Trading Companies Strengths of Sojitz ]
* Diverse business portfolios and broad-ranging business * Healthy management approach based on experience with past

production
management restructuring

Supplying the value sought by consumers in downstream
® Human resources capable of creating new businesses based on

areas of the value chain is becoming an increasingly important

domains allowing for dispersion of risks associated with
changes in specific markets or economies

[
>
T>u Distribution,
wholesale, i ili i L. . . .
e ; part of our business. The smiling curve is expected to grow * Networks comprising partnerships with customers and business ideas and ingenuity for addressing customer and market needs
counterparties around the world created through global busi- } * Free and open corporate culture founded on speed and flex-

! increasingly sharper as manufacturers seek to bypass interme-
2 diaries by selling their products directly and as generative Al

ibility, taking advantage of Sojitz's size

processing
e Current phase of steady growth from a medium- to long-term

ness development
e Wealth of insight and information for taking advantage of new

Value disruption J . L .
. by digitall pt' and other digital technologies disrupt traditional value . i .
N y digitalization /,' propositions business opportunities regardless of field perspective given the short history as a general trading company
’ * Management employee base with expertise in varied fields
JRRENO R -7 *2 A graphical depiction of how value is added across value chains that illustrates capable of excelling on the global stage
how greater value is added in more upstream and downstream areas while
Upstream Value chain Downstream midstream areas tend to add less value
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DIRECTION

Growth Strategies for Becoming a General Trading Company That Constantly Cultivates New Businesses and
Human Capital

MY GBI I T AT TR I S LT itz i
Sojitz's Value Creation Process o
=
m
Sojitz is targeting a level of 1.0 times or above for the price-to-book ratio (PBR), an indicator that represents the stock market'’s evalua- Q
Pursuit of New Growth HaVlng Accom pIIShEd Nea rIy All Ta rgets of Medium- tion of its corporate value. We will pursue this target by expanding our equity spread and enhancing non-financial initiatives and g
Term Management Plan 2023 Ahead Of Schedule disclosure. At the same time, Sojitz will work toward the ongoing improvement of corporate value through the enhancement of earn-
Sojitz has accomplished all of the targets initially set for the KPIs of Medium-Term Management Plan 2023, with the exception of the ings power and the reduction of cost of capital.
PBR target of 1.0 times or above. Accordingly, discussions are currently underway assuming that we will be starting the next
medium-term management plan with the ability to generate profit for the year of more than ¥100.0 billion with a view to the next | |
growth stage. Meanwhile, we are working to achieve the remaining goal of PBR of 1.0 times or above and to further improve corpo- Improvement of
rate value through ongoing engagement with the stock market based on our value creation process. Sojitz is advancing steady ROE Non-finandial initiatives Ongoing
growth measures to prepare for further growth in the future as it marches ahead with the creation of distinctive value. Enhancement of I and disclosure I S improvement
ividends
earnings power Reduction of il
| tin cost of capital corporate <
0 4 mprovemen
Quantitative Targets and Results P - value >
capital efficiency E
A m
Medium-Term Management : a
FY2021 FY2022 Plan 2023 Targets Period I'zlil
5 ROE 12.2% 14.2% 10% or above Three-year average ;
s oo _ o
I} Profit for the year (attributable to ¥82.3 billion ¥111.2 billion Approx. ¥65.0 billion Three-year average
5= | owners of the Company) L. . . ) ) . i wn
e Y Achieving quality improvements in return on equity (ROE) has been defined as a goal for creating value in order to 6'
| Core operating cash flow*' ¥128.7 billion ¥145.2 billion Approx. ¥80.0 billion Three-year average facilitate ongoing increases in corporate value. With this goal, we will carefully monitor the value created by trans- o
=
% 30.1% 27.0% Aoorox. 30% N forming existing businesses and conducting ongoing new investments.
@ . Annual dividends: ¥106 | Annual dividends: ¥130 pprox. 507
‘| Consolidated payout ratio Lower limit Three-year average
g per share? beigehlale for dividends set Target ROE of 10% or above
15 () Vi
(Up ¥56 year on year) (Up ¥24 year on year) conti | ’ Value creation
ontinuously make P
PBR 0.64 times 0.76 times 1.0 times or above — . Y monitoring )<>
new investments (CROIC¥) =
. Enhancement of c
] ¥330.0 billion . ) m
= (including ¥30.0 billion in earnings power Value creation guideline figures ROE o
{7 | Investments ¥150.0 billion ¥93.0 billion non-financial investments) Three-year aggregate set for each division 1 O a
= — Upward revision to . . % or >
T S . 5[] See “CFO Message =
E ¥500.0 billion Improlvefr‘?ent in on page 42. above g
£ . .
s ) capital efficiency i . See “Investment
= . - Positive over period Medium-Term Management Reform earnings structure in a2 Policies for Creatin ]
y=1| Core cash flow*? ¥10.5 billion ¥136.0 billion ; Plan 2020 and 2023 i . 9 =
& encompassing existing businesses Value” on page 48. 2
= aggregate 5
E * Cash return on invested capital m
<1 Net DER 1.06 times 0.75 times Approx. 1.0 times — 3
[C]
Final year of Medium-Term
0, 0, 0
ROA 3.3% 4.2% 3.0% or above Management Plan 2023
Y Reductions in cost of capital contribute to the ongoing creation of value. We will pursue such reductions in cost of
*1 Core operating cash flow = Net cash provided by (used in) operating activities (as calculated for accounting purposes) — Changes in working capital q - . - Al o - - - £ ] Fraefirsf o ‘g
*2 Effective October 1, 2021, the Company performed a one-for-five share consolidation. Figures for dividend payments issued for the year ended March 31, 2022, have been capital b)f enhancing disclosure of financial information while also increasing non-financial initiatives and enhancing x
restated to reflect this share consolidation. N related disclosure. E'
*3 Core cash flow = Core operating cash flow + Post-adjustment net cash provided by (used in) investing activities — Dividends paid — Purchase of treasury stock (Post-adjustment 8
net cash provided by (used in) investing activities is net cash provided by (used in) investing activities after adjustment for changes in long-term operating assets, etc.) <
@
Sustainability 5[ see “Sustainability” on page 50. ;
Stock Prices =
—Sojitz — TOPIX Human Resource Strategies m See "Sojitz’s' Unique Approach Toward m See “Digital Transformation for Accelerating ‘Z
Human Capital Management” on page 58. Value Creation” on page 70. o
March 31, 2021 March 31, 2022 March 31, 2023 2
2.4 Stock price ¥1,560 Stock price ¥2,017 Stock price ¥2,763 ) )
R GG e R G TR 50 e Corporate Governance ﬁ See “Corporate Governance Supporting Value Creation Strategy” on page 73.
22
2.0
O
Al HYH >
1.8 Dividends S
It is Sojitz’s basic policy to pay stable, continuous dividends while enhancing shareholder value through the accumula-
1.6 . . . . . . . . . .
» tion and effective use of retained earnings. In accordance with this policy, we are targeting a consolidated payout ratio
14 of approximately 30% under Medium-Term Management Plan 2023.
In addition, under the plan we will target a market price-based dividend on equity ratio (DOE) of 4% until our PBR
1.2 reaches 1.0 times, and a book value-based DOE of 4% after this level has been reached.
1.0 oG o N e AR R i N AT o S N R AAV I T N T W s Eﬂ See “"CFO Message” on page 42.
0.8 Announcement of Medium-Term
Management Plan 2023
0.6

202173

2022/3

Note: Closing prices on March 31, 2021, indexed to 1.0

20

2023/3 2023/8

Integrated Report 2023

Integrated Report 2023

21




DIRECTION

22

Growth Strategies for Becoming a General Trading Company That Constantly Cultivates New Businesses and

Human Capital

Enhancement of Non-Financial Initiatives and Disclosure

to Reduce Cost of Capital

Message from the COO of the IR Office, Corporate Sustainability Department

Yumie Endo
Executive Officer ¢ : :
COO, IR Office, Corps :

‘Sustainability Depa ; ‘

In the spring of 2021, Sojitz unveiled Medium-Term Management Plan
2023, which contained the target of achieving a PBR of 1.0 times or
above. Since launching this plan, we have seen substantial changes in
how the stock market views Japanese stocks, general trading compa-
nies, and Sojitz itself. At the time of formulating the plan, however,
there was a lot of discussion within the Company on the appropriate-
ness of setting a quantitative target that is influenced by the stock
market's appraisal of us, something that we cannot control. Through
these discussions, we judged that we could not ignore the fact that
Sojitz was below liquidation value, which led us to the decision to put
forth the target of PBR of 1.0 times or above as a symbol of the strong
commitment of management to pursue ongoing improvements in
corporate value. In my capacity as the COO of the IR Office, | have
been trying to contribute to the accomplishment of this goal by
enhancing disclosure of our initiatives for maximizing equity spread
and reducing cost of capital. | have also been engaged in ongoing

discussions with the market. Medium-Term Management Plan 2023
was formulated by using a backcasting approach beginning with our
vision for 2030. We thereby sought to craft a medium- to long-term
growth narrative for Sojitz, with a strong emphasis on value creation,
and efforts have been made to clearly communicate the results of
these measures and the frameworks used for measuring our progress.
| believe that this approach has led to even more extensive discussion
with investors following the announcement of the plan. We have not
been limiting ourselves purely to discussions of our business. Rather, |
have been noticing an increase in investors’ understanding of Sojitz
management strategies in comprehensive terms, which includes the
non-financial initiatives that influence the future of our finances. This
does not mean that there are no issues for us to address. For example,
I think there is a need for us to better explain the returns and ongoing
growth generated from the investments conducted over the past two
years. These investments have been fueled by bold asset replacement
in our business portfolio and the allocation of resources to our three
focus areas. Such communication is sure to foster a sense of anticipa-
tion with regard to Sojitz's approach toward transformation while
providing value for society and improving corporate value. Recently, |
was talking with a major European institutional investor, and we got
to the idea that the best relationship between companies and inves-
tors is a co-creative one in which they work together to create value. |
am happy to say that | have had the opportunity to meet with a much
wider range of domestic and overseas investors as of late. This is
certainly a result of our earnest efforts to communicate the path of
Sojitz's transformation to the market.

I look forward to continuing to inform the market of Sojitz's stead-
fast value creation efforts in the future.

Function of Integrated Reports

Enhancement of engagement by utilizing a narrative approach to evolve integrated reports into “corporate value reports”

Preparation of Integrated Reports

o Analysis of prior reports, issues, and potential improvements

o Fostering of mutual understanding through cross-organiza-
tional projects using integrated reports as disclosure
platforms

B Communication of Feedback to Management
Based on Integrated Thinking Approach

o Clarification of long-term approach toward sustainable
corporate activities (business models)

* Examination of strategies and resource allocations

e Formulation of KPIs and frameworks for monitoring strategy
progress

* Tracking and analysis of results

Integrated Reports Communicating Course of Medium-Term Management Plan 2023

Integrated Report 2021

communicates the results of Sojitz's ongoing
transformation efforts as well as its commit-
ment to growth through future transformation
based on its vision for 2030 of becoming a
general trading company that constantly
cultivates new businesses and human capital.

Reporting

Management

Engagement

¢ Tools for engagement with new and existing
shareholders and other investors

® Enhancement of corporate communication

o |dentification of strengths and areas requiring
improvement based on feedback and evaluation
from readers

e Provision of feedback to management

o Reflection of input in disclosure measures and
engagement activities

Engagement

Integrated Report 2022

details Sojitz's transition to a new stage in
which it can conduct larger investments and
its steady progress toward its vision for 2030.
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