
CFO’s Message 02  Value Creation Strategies

The COVID-19 pandemic, which has spread throughout 
the globe since the end of FY2019, has had a 
significant impact on our Company, resulting in losses 
in both operating income and net income in FY2020. 
However, even under such circumstances, as part of 
our proactive initiatives, we have vigorously promoted 
structural reforms starting in FY2020, and by reducing 
fixed costs by approximately 26.0 billion yen in 
FY2021, we secured an operating profit. Furthermore, 
we secured net income of over 12.0 billion yen through 
measures such as the strategic replacement of assets 
from a medium- to long-term perspective. On the 
other hand, as part of our defensive initiatives, we 
have been working to improve our profit structure by 
reducing interest-bearing debt through improved 
operating cash flow and controlling expenses and 
investment cash outflows.

Although the outlook for our Company remains 
unclear, what with the ongoing uncertainty 
surrounding the pandemic, as well as the impact of 
global economic stagnation caused by the situation 
in Ukraine and other factors, we will continue to 
improve our earnings structure by implementing the 
key strategies under our new Medium-Term Plan, 
which we announced last November, and by further 
promoting income and expenditure structural 
reform.

On the financial side, in response to the changing 
business environment, we will work to further 
generate operating cash flow by addressing the 
three elements of improving business profitability, 
balance sheet optimization, and capital efficiency as 
interrelated rather than independent items. At the 
same time, in order to build the best possible 
relationship with all our stakeholders, we will build 

an optimal financial base in terms of flow and stock, 
while maintaining a balance between shareholder 
returns, reduction of interest-bearing debt, and 
investments that contribute to earnings, while 
securing sufficient capacity for medium- and long-
term investments.

Business profitability improvement

Income and expenditure structural reform is the most 
important factor in the profitability of our business. 
In order to drive through this reform, we are taking 
steps to establish standards for cost control from the 
perspective of “Scientific analysis of department 
stores.” We are working to create further operating 
income through more effective management of 
income and expenditure by subdividing income 
management into units such as by location, channel, 
and measure, and visualizing the results. We will also 
work to improve non-operating income and 
extraordinary income and loss. To this end, in order to 
increase final profits, we will strengthen investment 
return management and monitoring of investments 
and loans for growth investments that will lead to 
business expansion, while promoting group-wide cash 
flow management through the introduction of a 
consolidated tax payment system.

Balance sheet optimization

We will maintain a sound financial base with respect 
to the balance sheet during the period of the Medium-
Term Plan. Specifically, we have set interest-bearing 
debt at 150.0 billion yen or less for FY2024 with a view 
to investing in future growth, and to achieve this goal, 
we will review the balance between operating cash 
flow, investment cash flow, reduction of interest-

bearing debt, and shareholder returns on a yearly 
basis for optimal allocation. In addition, we are 
diversifying our funding methods, and although only a 
small portion of our funding is being used, we are also 
executing sustainability-linked loans in a bid to 
contribute to the realization of a sustainable society.

Capital efficiency

In the Medium-Term Plan, we have set ROE of 5.3% for 
FY2024 as a KPI to expand earnings and optimize the 
balance sheet. Regarding dividends, in light of the 
recovery of business performance in FY2021 and our 
earnings forecast for FY2022, we have announced that 
we will increase dividends to 12 yen per share, the 
pre-COVID-19 level, ahead of the original schedule. 
Going forward, we will continue to maintain a 
relationship of trust with all stakeholders by 
promoting shareholder returns in line with the 
recovery of earning power, based on a policy of 
considering stable dividend increases over the 
medium to long term.

The following are the basic policies set out under our 
Medium-Term Plan. In this context, we will plan and 
execute cash allocation based on cash flow in 
accordance with each fiscal year's business 
performance.

❶ Shareholder 
returns

Surpass the pre-COVID dividend of 12 yen per 
share, and continue to gradually increase 
dividends thereafter.

❷ Interest-
bearing debt

Plan to reduce by 25.0 billion yen in order to 
secure the investment capacity required to 
prepare for future large-scale real estate 
development.

❸ Growth 
investment 

Allocate over half of our investment cash flow 
to growth investment.

Review of FY2021 and future financial 
strategy

We will strive to increase 
corporate value by achieving a 
capital policy that allows us to 
invest for future growth while 
maintaining a stable financial 
base.

Yoshinori Makino
Managing Executive Officer, Chief Strategy 
and Digital Officer and CFO

Three elements of our future financial 
strategy

Medium-term cash allocations

Investment 
cash flow

Approx. ¥36.0 bn
Regular 

remodeling

Remodeling for 
redevelopment

Real estate

Systems 
strategy

LCC

Systems 
maintenance

Operating cash flow
(Includes increase/

decrease in cash and 
cash equivalents)
Approx. ¥50.0 bn

Shareholder returns
¥4.2 bn

Interest-bearing 
debt reduction

Approx. ¥10.0 bn

Investment cash flow
Approx. ¥36.0 bn

Remodeling
¥5.2 bn
(14%)

Growth investment
Approx. ¥18.0 bn

(50%)

Systems maintenance
¥2.6 bn (7%)

LCC*
¥10.4 bn

(29%)

Projected market share 
in FY2025 and beyond

FY2022 Plan

FY2013
Record high
¥34.6 bn

FY2024
Operating 

income
¥35.0 bn

FY2021
¥5.9 bn

Operating
income

¥50.0 bn
level

FY2018
¥29.2 bn

FY2019
¥15.6 bn

FY2020
(20.9) bn

Trends in Operating Income
(Unit: Billions of yen)

FY2018 FY2019 FY2020 FY2021 YoY (%) Difference

Gross sales 1,196.8 1,119.1 816.0 912.1 111.8% 96.1

Gross profit 348.2 322.7 227.5 243.6 107.1% 16.1

SG&A 319.0 307.0 248.5 237.7 95.7% (10.7)

Operating 
income 29.2 15.6 (20.9) 5.9 ー 26.9

Recurring 
income 31.9 19.7 (17.1) 9.5 ー 26.6

Net income 13.4 (11.1) (41.0) 12.3 ー 53.4

Trends in Consolidated Results

*Life Cycle Costing
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