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Presentation 

 

Moderator: Thank you very much for joining us today amidst your busy schedule for the live broadcast of the 
explanation meeting for the full year financial results for FY2022 and the new medium-term management 
plan, JT-2025 Management Plan, of Joshin Denki Co.,LTD. 

As for the proceedings today, first, we will have Mr. Ryuhei Kanatani, President and CEO, explain the situation 
of the full year financial results and the medium-term management plan, and then we will have a Q&A session. 
We will be taking your questions via the chat function, so please feel free to input them at your convenience. 

Now, let's proceed with the explanation from Mr. Kanatani. 

Kanatani: Hello, everyone. I am Ryuhei Kanatani, President and CEO of Joshin Denki. Thank you very much for 
participating in today's explanation meeting for the full year financial results for FY2022, the full year forecast 
for FY2023, and the new medium-term management plan, JT-2025 Management Plan. 

Today, I will explain in the order shown here. After the explanation, we have set aside time for Q&A. Either I, 
or the responsible director, will respond, so thank you for your understanding. 
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Now, please look at page three. These are the actual consolidated results for the full year. 

The actual results of the financial results for FY2022 are as shown. 

Net sales were down 0.3% from the previous term and 2.7% from the forecast, but in-store sales were up 
0.8% from the previous term, resulting in a slight increase in sales. Unfortunately, on the profit side, operating 
income, ordinary income, and net income could not exceed the previous period or the forecast. 

Gross profit on sales increased compared to the previous period, and the gross profit margin also improved 
from 24% to 25.4%, an increase of 1.4%. 

Regarding ordinary income, we had recorded approximately JPY800 million in the previous term as 
cooperation money for business suspension due to COVID-19, so the decrease in profit is larger compared to 
operating profit. 

Also, regarding net income, we had recorded a onetime special profit in the previous term, so the decrease in 
income is larger compared to ordinary income. 
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Regarding the factors contributing to the increase and decrease in operating income, I will explain it on the 
next slide. Please switch to the next slide. This is a graph showing the factors contributing to the increase and 
decrease in operating income. 

Despite the decrease in sales, we were able to secure an increase in gross profit of JPY5.4 billion. On the other 
hand, selling, general, and administrative expenses became a factor in the decrease in profit by a total of 
JPY5.9 billion. 

Advertising and promotion expenses were reduced by JPY0.9 billion compared to the previous term due to 
the promotion of digitalization. However, due to onetime factors, such as the full operation of the Ibaraki 
Logistics Center in Kansai and the increase in delivery costs, logistics costs increased by JPY4.6 billion. 

Personnel expenses increased as a result of increased investment in human capital, leading to an increase in 
salary and allowance expenditures. 
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Continuing on, please look at the next page. This is the actual performance for Q4 of the accounting period. 
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Continuing on, please switch to page six. This is the sales by main product categories. 

As for the full year sales by product category, many categories fell below the previous year, and the categories 
that were able to secure higher sales than the previous term were only air conditioners, mobile phones, and 
entertainment products, such as games/models. 

Mobile phones, in particular, were able to secure consistently higher sales than the previous term, resulting 
in a roughly 20% increase in full year sales compared to the previous term and an expansion of the sales ratio, 
from 6.8% in the previous term to 8.2%. 
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Continuing on, please look at page seven. This shows the actual performance of key items in the balance sheet 
and cash flow statement. 

In the assets section of the balance sheet, there was an increase of about JPY5.8 billion in total due to factors, 
such as an increase in current assets resulting from an increase in merchandise. 

In the liabilities section, we proceeded with the repayment of long-term loans while increasing current 
liabilities, such as commercial paper and accounts payable. 

In the cash flow statement, the cash flow from operating activities was an inflow of JPY5.6 billion. 

Cash flow from investing activities also improved by JPY6.2 billion due to a decrease in expenditures, resulting 
in a free cash flow of negative JPY1.9 billion. 
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Continuing on, please look at page eight. This is the forecast for the full year, H1, and H2 of FY2023. 

For the full FY2023, we forecast increases in all items, with net sales of JPY410 billion, operating income of 
JPY9 billion, ordinary income of JPY9 billion, and net income of JPY6 billion. 

We expect the operating income margin to improve by 0.2%, from 2% in the previous term to 2.2%. 

While net sales are expected to remain almost the same as in the previous term, operating income is expected 
to increase by 8%. 

In FY2023, as in the previous term, we expect to increase expenditures for selling, general, and administrative 
expenses, including investment in human capital, but we aim to achieve a gross profit that exceeds the 
expenditures for these expenses. 

The explanation for the full year financial results for FY2022 and the full year forecast for FY2023 ends here.  
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From here, I will explain about the new medium-term management plan, the JT-2025 Management Plan. 

As you are already aware, a notice was sent out on March 31, 2023 from JPX asking for measures towards the 
realization of management that is conscious of capital costs and stock prices. 

All companies listed on the Prime Market, to which our company belongs, are required to accurately 
understand their own capital costs and profitability, analyze and evaluate the current situation at the Board 
of Directors, and promptly formulate and disclose plans for improving the P/B ratio below 1x. 

Our company positions the JT-2025 Management Plan, which I will explain from now on, as a plan aimed at 
improving in response to the request from JPX. 

Based on the JT-2025 Management Plan, we will carry out active engagement with investors in Japan and 
abroad and aim to strengthen our management capabilities through dialogue. We will also analyze the status 
of the initiatives and results of the JT-2025 Management Plan and update our disclosure information regularly. 
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First, let me start by looking back at the previous medium-term plan, the JT-2023 Management Plan. 

Please look at page 11. This is a review of the quantitative targets in the JT-2023 Management Plan. 

The three years from FY2020, which marked the start of the JT-2023 Management Plan, saw tumultuous 
events, such as the pandemic caused by COVID-19, the invasion of Ukraine by Russia, soaring energy and food 
prices, and the trend of yen depreciation. 

In FY2020, we achieved significant growth in performance due to special demand for staying at home due to 
the COVID-19 crisis, but in FY2021, we saw a significant drop in performance due to the long-term effects of 
the infection. FY2022, the final year, did not recover, and both sales and profit items fell short of the plan. 

Compared to FY2019, the final year of the previous medium-term management plan, sales decreased due to 
a reduction in the total number of stores as a result of the promotion of scrap-and-build of existing stores 
based on the dominant strategy and the transfer of operations of six drugstore-format stores. 

On the other hand, gross profit increased, and the gross profit margin also improved from 24.2% to 25.4%. 
This is seen as the result of the efforts to strengthen the profitability of in-store sales over the past three years. 

As for internet sales, although we fell short of our plan, we were able to increase sales by more than 30% over 
the three years. 

We achieved our equity ratio target, but ROE, ROA, and ROIC fell significantly short of our plan. 

All of these indicators were affected by the decline in each profit item that makes up the numerator, the 
increase in net assets, which is the denominator in ROE due to the accumulation of retained earnings, and the 
increase in interest-bearing debt and total assets, which are the denominator in ROA and ROIC due to the 
increase in merchandise inventory. 

As a clarification, the increase in merchandise inventory is due to an increase in unit price due to a price 
increase in product prices, and the number of goods themselves has not increased. 
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As for cumulative operating cash flow, we were unable to achieve our initial plan, but within the limited cash 
available, we were able to steadily implement growth investments that will lead to future business growth, 
including the establishment of a new logistics center in Ibaraki, Kansai. 

 

 

Next, please look at page 12. This is a review of the key initiatives in the JT-2023 Management Plan. First, I 
will explain the achievements and challenges of the key business initiatives in the JT-2023 Management Plan. 

The Kansai Ibaraki Logistics Center, which was positioned as the most important initiative in the JT-2023 
Management Plan, was completed as planned and we were able to start operations. 

As a highly efficient logistics center that integrates supply functions to sales and distribution bases, inventory 
stockpiling functions, and e-commerce, EC, shipping functions, I am confident that it will support future 
business growth and lead our logistics functions. 
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Next, please look at page 13. This is about the results and challenges of our key store opening initiatives. 

We have been promoting new store openings and scrap-and-build of existing stores with the aim of activating 
and dominating the store network in the Kansai, Tokai, Kanto, and Hokushinetsu areas. 

As a result, the number of directly managed stores decreased from 234 to 216 due to the withdrawal of old 
seismic standard stores considering employee safety, along with the transfer of operations of six drugstore-
format stores. However, we were able to minimize the decrease in sales by strengthening our sales force 
through improved customer service. 
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Next, please look at page 14. This is about the results and challenges of our sustainability initiatives. 

In the environmental field, we have started various initiatives related to climate change, and especially in 
terms of carbon neutrality, we have been able to achieve steady results. 

In the social field, we have steadily advanced initiatives to reform the way our employees work and improve 
their job satisfaction, and we have been able to establish a foundation for enhancing employee engagement. 
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Next, let me explain our perception of the operating environment, which serves as a premise for formulating 
the new medium-term management plan. Please look at page 16. 

The outbreak of the pandemic caused by COVID-19 has dramatically changed people's lifestyles and 
accelerated the diversification of values. Three years after the pandemic, it is believed that we are 
transitioning to a post-coronavirus period where economic and social activities are no longer restricted by the 
COVID-19 disaster and the economy is not influenced by the infection situation. 

Globally, country risks, such as Russia's invasion of Ukraine, have become apparent, and soaring prices of 
energy and food, which are directly linked to lifelines, are continuing, making the future increasingly uncertain. 

Looking at Japan, changes that directly affect our business, such as a decrease in the working population due 
to the declining birthrate and aging population, and concentration of population in urban areas, are 
accelerating. 

Also, the environment surrounding the consumer electronics distribution industry is rapidly changing, with 
the acceleration of digital consumption, including EC, diversification of the competitive environment due to 
entry from different industries, and changes in business models, such as direct sales by consumer electronics 
manufacturers. 

On various scales, continuous and unpredictable changes from the past are occurring, and for our company 
to survive, evolution to a sustainable business model is required. 
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Next, please look at page 17. Now, let me explain the new medium-term management plan, the JT-2025 
Management Plan, which covers the three years from FY2023 to 2025. 

From this time, we have changed the notation, from indicating the year and month of the fiscal year, to only 
the fiscal year, and we have changed to the new three-year medium-term management plan, the JT-2025 
Management Plan, with FY2025 as the final year. 
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Now, please turn to page 18. I will explain the positioning of the JT-2025 Management Plan in the 
management policy structure. 

In 2021, our company reconsidered the future from a long-term perspective, envisioned what our company 
should be, and revised our management philosophy to "Connecting people and society to the future with a 
smile" for the first time in 57 years. 

Under this new management philosophy, we defined a management vision to create two social values and 
identified seven material issues as important issues to be addressed. 

In last year's integrated report, we announced a management philosophy system based on the corporate 
motto "love" and also indicated the position of the medium-term management plan within it. 

This medium-term management plan is positioned as a package for the eight years up to 2030, and we have 
been considering what we should do in these three years, backcasting our thinking in order to achieve our 
desired state in 2030, "A company that supports growth of local communities and contributes to the future 
of people and environment." 

The JT-2023 Management Plan, which was positioned as a step, was unable to build a sufficient foundation to 
jump due to the impact of COVID-19. 

The JT-2025 Management Plan is a three-year plan that is positioned as the second step, looking ahead to the 
leap to our desired state in 2030. 
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Now, please turn to page 19. I will explain the positioning of the JT-2025 Management Plan in the medium- 
to long-term growth scenario. 

This year, our company has been able to celebrate its 75th anniversary since its founding. We have positioned 
the 25 years until 2048, our 100th anniversary, as the fourth corner and have formulated a medium- to long-
term growth scenario. 

In order for our company to enhance its corporate value and achieve sustainable growth, it is required to 
continue a cycle of securing profit efficiency that exceeds invested capital, reinvesting the output generated, 
and continuously producing further returns. 

By steadily implementing the JT-2025 Management Plan based on the medium- to long-term growth scenario, 
we believe that strengthening profitability and securing expectations for future growth will lead to stock price 
increases through the acquisition of risk money, expansion of market capitalization, and ultimately, a path to 
a P/B ratio of over 1. 

Therefore, in the JT-2025 Management Plan, we will first focus on strengthening profitability, or so-called 
earning power. From there, we aim to transition to a muscular and sustainable management structure that 
can consistently secure high investment efficiency. 

We believe that by creating an economic growth cycle through solving social issues in our business, we can 
contribute to a society where everyone, from children to the elderly, all generations living in the local 
community, can have a present and future filled with smiles. 

We are confident that by continuing such a cycle, our company can continue as a 100-year company and pass 
the baton on to the future. 
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Now, please turn to page 20. I will explain the vision we aim for in the JT-2025 Management Plan. 

In the JT-2025 Management Plan, we have set our slogan as "To be a concierge to customers, drawing close 
to their daily lives." 

By aligning with each customer's lifestyle and solving issues through our products and services, we aim to 
exceed customer expectations and create value. By evolving into a sustainable business model that generates 
customer lifetime value and secures revenue, we aim to strengthen our earning power. The key to this 
evolution is the implementation of a fan base strategy. 
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Next, please turn to page 21. I will explain the fan base strategy. The fan base strategy is a unique customer-
oriented strategy aiming to expand the circle of trust built through sincere service based on our corporate 
philosophy of "love" and to create a value chain through the fan formation and core fan formation of our 
customers. 

Fans and core fans are those who have high loyalty and attachment to our company, actively recommend our 
company to others, and become the bearers of our marketing. Increasing the number of fans and core fans 
can lead to long-term improvements in brand value and earning power. 

To promote the fan base strategy, we will practice four key areas providing experiential value, such as 
excitement, security, and comfort through products and services, prioritizing customer benefits and 
implementing customer-oriented proposals, strengthening our business in areas where we can utilize our 
strengths to meet customer needs, and enhancing employee engagement to support the fan base strategy. 
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Next, please turn to page 22. I will explain how the fan base strategy leads to the strengthening of earning 
power. 

Fans and core fans are customers who appreciate not only the price but also the products and services we 
provide and who visit and use our services repeatedly. Since fans and core fans are based on our members, 
we will promote initiatives aimed at creating fans and core fans through the expansion of our membership. 
To do this, it is necessary to promote the concierge service, which is the slogan of the JT-2025 Management 
Plan, "To be a concierge to customers, drawing close to their daily lives." 

Concierge service is about building a continuous, closer relationship with customers by polishing our 
hospitality and proposal skills, expanding the service domain to enrich the available menu, and utilizing 
customer data, which is our asset, through the power of ICT. 

In addition to the concierge service, we will promote initiatives to enhance member benefits, service offerings, 
and overall hospitality, ensuring high levels of customer service quality. 

We believe that in the face of a declining population, simply expanding the number of stores without securing 
employees will ultimately result in a drop in customer service quality and will not secure a return on the 
invested capital. 

Over the past few years, our company has avoided aggressive store opening strategies and focused on the 
scrap-and-build of existing stores, such as those with outdated seismic standards. As a result, the number of 
stores has remained flat, but the sales per store have increased due to our focus on customer service. 

By implementing the fan base strategy, we aim to shift our focus, from merely expanding our sales volume 
through low-profit sales, to increasing sales while also improving quality, as reflected by our earning power. 
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Next, please turn to page 23. I will explain the consolidated management indicators. 

For FY2025, which is the final year of the JT-2025 Management Plan, we aim for sales of JPY420 billion, 
operating income of JPY11 billion, and an operating income margin of 2.6%. 

The most important factor for strengthening profitability is the operating income margin, and we aim to raise 
it to the 4% level by FY2030. 

Operating income is calculated by subtracting selling, general, and administrative expenses from gross profit. 
Expenses include forward-looking investments essential for future sustainable growth, such as human capital 
and DX, so selling, general, and administrative expenses tend to increase year by year. 

We aim to increase the operating income margin by gaining gross profit that exceeds these SG&A expenses. 
Therefore, it is necessary to expand sales with profitability through a fan base strategy. 
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Next, please turn to page 24. I will explain the indicators related to capital efficiency. 

By the final year of the JT-2025 Management Plan, FY2025, we aim for an ROE of 8% or higher, an ROA of 5% 
or higher, and an ROIC of 5% or higher. 

When formulating this plan, we calculated the cost of shareholder's equity and the weighted average cost of 
capital for our company, and it is a plan in which our returns would exceed these invested capitals. 

In any of these indicators, we aim to achieve not by the denominator, but by expanding the operating income 
that is the basis of the numerator. 

Ensuring a profit efficiency that exceeds the invested capital and continuing it over the long term will increase 
our corporate value and become a driver for sustainable growth. 

To continue at a high level in 2030 and beyond, it will be necessary to strengthen the earning power during 
the JT-2025 Management Plan period. 
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Next, please turn to page 25. I will explain the cost of shareholder's equity and the weighted average cost of 
capital in the Joshin Group. 

To set the ROE and ROIC goals outlined in the JT-2025 Management Plan, we calculated our company's cost 
of shareholder's equity and the weighted average cost of capital. The calculation method is as you see. 

In calculating the cost of shareholder's equity, we also referred to the allowable range of fluctuations in long-
term interest rates in the yield curve control implemented by the Bank of Japan, which is plus or minus 0.5%, 
based on the yield of 10-year government bonds. 

As for beta, we have based it on the adjusted beta values for the 5-year, 10-year, and 15-year calculation 
periods against TOPIX. 

Our company's stock price has less fluctuations than the TOPIX index, resulting in a low beta value. 

The risk premium was estimated from past stock market returns and set at 6%, which is commonly used. 

We assume that by promoting the JT-2025 Management Plan and securing expectations for future growth, 
risk money leading to a rise in stock prices will flow in, pushing up beta, and future cost of shareholder's equity 
and the weighted average cost of capital will also rise. 

Unfortunately, the most recent ROE was below the cost of shareholder's equity, but we will strive to maintain 
an ROE and ROIC that exceed not only the current but also the future increase in capital costs. 
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Moving on, please turn to page 26, where I will discuss our capital allocation plans. 

For us, a labor-intensive business, our employees are our most important capital, and we recognize that 
investing to maximize the potential of our employees is our top priority. This investment in human capital as 
well as intangible assets, such as systems and DX, is positioned as an essential upfront investment to practice 
our fan base strategy. 

Such investments will be recorded as selling, general, and administrative expenses, so we aim to generate 
stable cash by enhancing profitability, net of investments in intangible assets, in business activities. We 
anticipate cash inflows from cumulative operating cash flows over the three years of the JT-2025 Management 
Plan to be between JPY40 billion and JPY45 billion. 

Regarding cash outflows, we aim to balance our allocations towards growth investments for the future, 
shareholder returns, and reduction of interest-bearing liabilities, all while optimizing capital efficiency. 

Investments in intangible assets and growth are considered upfront investments, leading to future business 
growth beyond the JT-2025 Management Plan. By achieving a profit efficiency that exceeds the capital 
invested and spinning the economic growth cycle, we can promote mid- to long-term growth scenarios. 
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Next, please turn to page 27, where I will discuss our approach to shareholder returns. 

In terms of shareholder returns, we aim to maintain a dividend payout ratio of 30% or more, implementing 
stable and sustainable returns. 

As for share buybacks, we will consider them as needed within our cash allocation, including growth 
investments. 

We believe that enhancing our profitability under the JT-2025 Management Plan and gaining expectations for 
future growth, thus enhancing the value of our shares, is the best way to return value to our shareholders. 
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Moving on, please turn to page 28, where I will explain our business strategy framework. 

Our company operates a business that integrates two channel-specific businesses, real stores and EC, and a 
service infrastructure business that undertakes delivery, installation, and construction from both channels. 

Rather than considering real stores and EC separately, we will strive to maximize customer convenience and 
aim to generate synergy effects through collaboration, treating them as the same customer touchpoints. 

We consider products and services, promotion and marketing, information systems, and infrastructure to 
support both real stores and EC in a cross-functional manner. 

I will explain our individual strategies on the following pages. 

Individual strategies are positioned as commitments we will undertake during the JT-2025 Management Plan 
period. In each responsible department, we will break down these strategies into specific tactics and measures 
and monitor progress. 
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Let's start with the individual strategy for our physical or real stores. 

We believe that even in 2030, the sale of household appliances will remain the pillar of our business, and the 
heart of this will continue to be our physical stores. 

The presence of our physical stores is a driver leading our business growth. They are not just purchase spaces, 
but also invaluable assets that connect people and society in the areas they serve, practicing our fan base 
strategy and realizing our management philosophy. 

Regarding store openings, instead of opening new stores simply focusing on volume while disregarding profits, 
we will continue to strengthen our existing stores and open new ones, while prioritizing synergies with our EC 
stores in the Kansai, Tokai, Kanto, and Hokushinetsu areas, where we have been implementing a dominant 
strategy based on profitability. 

In our physical stores, as explained in the fan base strategy, we will promote the strategies listed here to 
enhance overall customer service. 

We are introducing a new loyalty program that expands the scope to physical stores, with the aim of 
promoting mutual usage. This program is based on the loyalty program we have been offering only in EC, and 
we have revamped the stage benefits. 
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Next, please turn to page 30. I will explain the individual strategy for our EC business. 

The scale of our EC business for physical goods is steadily expanding, even amid the COVID-19 pandemic, and 
further growth is expected toward 2030. 

After the pandemic, the market size of EC is expanding exponentially, but competition among EC businesses 
is intensifying. To survive, differentiation and strengthening of uniqueness from competitors are required. 

In our EC business as well, based on our fan base strategy, we aim to build an attractive EC that is conscious 
of the synergy effect through cooperation with our physical stores, by promoting the strategies listed here to 
enrich product lineups and services from the customer's perspective. 

Among them, the new stage program set-up in the new loyalty program is a stage with the highest status, 
which did not exist in the previous program. We position it as the most important measure for acquiring core 
fans in EC. 
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Next, please turn to page 31. I will explain the individual strategy for the product support business, excluding 
home appliances. 

To practice the fan base strategy and create two social values, in addition to strengthening the sales of 
environmentally friendly products, it is necessary to expand and strengthen product items and service menus 
that can exert synergy effects in areas where we can utilize our strengths centered on home appliances. 

We will promote the strategies listed here to develop a solution business centered on home appliances, based 
on real stores and EC. 
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Next, please turn to page 32. I will explain the individual strategy for renovation and promotion marketing. 

In renovation too, in order to create two social values, it is necessary to expand and strengthen product items 
and service menus. 

In renovation, we will promote a strategy based on two key initiatives, first, strengthening our energy products 
that contribute to the reduction of CO2 emission from households, and second, enhancing renovation 
products. 

In promotion marketing, to practice the fan base strategy, we will promote the strategies listed here to 
enhance the interaction points with customers, including promoting the introduction of the new loyalty 
program and enhancing the mutual affinity of real stores and EC. 
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Continuing on, please turn to page 33. I will explain the individual strategy for information systems. 

To practice a fan base strategy, comprehensive strengthening of customer service is necessary. To allow our 
limited workforce to focus on customer service, we will proceed with the establishment of a back-end support 
system through DX. 

Furthermore, we will promote the strategies listed here to build a new loyalty program and enhance customer 
convenience. 
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Please look at page 34. I will explain the individual strategy for logistics and delivery, installation, and 
construction. 

Logistics and delivery, installation, and construction are both important foundations that support the 
sustainable growth of the business. In delivery, which supports product supply for physical stores and EC, we 
prioritize expanding the logistics system that covers the Kanto area, and we will proceed with the 
establishment of a two-point system in the east and west. 

Also, in anticipation of the workstyle reform-related laws in the transportation and logistics industry 
scheduled to be enforced in 2024, we will promote the strategies listed here. 

In delivery, installation, and construction, we provide delivery, installation, and construction of products 
purchased by customers and provide services in the closest place to the customer's living space. Therefore, 
we have been strongly committed to providing service infrastructure in our own group without relying on 
others. 

The strength of our delivery, installation, and construction business is that it is indispensable for practicing 
the fan base strategy. We will promote the strategies listed here to maintain and strengthen service quality 
and expand service provision areas. 
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Please look at page 35. I will explain our sustainability initiatives. 

Regarding our sustainability initiatives, we are focusing on the most important issues in each ESG item, 
considering the characteristics of our company that belongs to the home appliance distribution industry. I will 
explain individual initiatives on the following pages. 
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Please look at page 36. I will explain our efforts to address climate change in the environmental aspect. 

As explained on page 14, as a result of proactive efforts to address climate change in the previous medium-
term management plan and the JT-2023 Management Plan, especially our efforts toward carbon neutrality, 
have made significant progress. 

In the JT-2025 Management Plan, we will accelerate our efforts towards carbon neutrality in business 
locations, mainly physical stores, and we will also work on reducing emissions in the supply chain through 
dialogue with suppliers. 

Furthermore, as an initiative through our business, we will promote the construction of an environmentally 
friendly business model and start efforts towards the realization of a circular economy. 
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Continuing on, please turn to page 37. I will explain our efforts towards diversity and inclusion in the social 
aspect. 

For our company, which operates in a labor-intensive industry, employees are the most important capital, 
and the acceleration of the declining birthrate and aging population is a major issue for business continuity. 
To establish a foundation where employees with diverse values can work actively and enthusiastically, we will 
promote employee engagement and diversity. 

Furthermore, we will actively invest in human capital for improving the professionalism and skills of our 
employees, and we will actively work towards building a human resource base that drives sustainable growth 
and increased corporate value for the future. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
36 

 

 

Please look at page 38. I will explain our efforts to improve the effectiveness of the Board of Directors in the 
governance aspect. 

As explained in the medium- and long-term growth scenario, we believe that by steadily executing the JT-
2025 Management Plan, strengthening profitability and ensuring growth expectations for the future, we can 
expand market capitalization, which will ultimately lead to a path to a P/B ratio of more than 1. 

In the Board of Directors' meetings, we position the JT-2025 Management Plan as a plan to realize capital 
profitability improvement, monitor the progress, and promote the transition to efficient management, 
conscious of capital costs through the execution of timely and appropriate advice. 

In addition, to fulfill our responsibilities as a Board of Directors, we will also establish a succession plan for 
directors based on the skill matrix and strengthen the linkage between the remuneration of directors and the 
medium- and long-term management strategy. 

It took a long time, but with this, I will conclude the explanation of the FY2022 full year financial results, the 
FY2023 full year forecast, and the JT-2025 Management Plan. Thank you very much for your attention. 
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Question & Answer 

 

Moderator [M]: Now, we would like to proceed to the Q&A session. If you have any questions, please post 
them in the chat box on the right side of your screen. 

Kanatani [Q]: We have received the following question. You have stated your aim to strengthen the linkage 
between long-term management strategy and director compensation. Will the achievement status of the JT-
2025 Management Plan be linked to the compensation system as well? 

For this question, I would like to pass it over to Tanaka for the explanation. 

Tanaka [A]: I'm Tanaka, in charge of management planning and human resources strategy. Regarding your 
question, at the same time as we formulated the JT-2025 Management Plan, we have also revised the 
executive compensation system. 

Originally, the ratio of fixed compensation to performance-based compensation was 7 to 3, but we have now 
revised this to 5 to 5. In addition, we have revised the ratio of cash compensation to stock compensation from 
8 to 2, to 7 to 3. 

Of this 30% of stock compensation, 10% will be paid in accordance with the performance of ROE. The 
remaining 10% will be paid according to the results of employee engagement scores, and the Carbon 
Disclosure Project, CDP, score, each accounting for 10%. 

We have revised the compensation system this time to promote capital cost-conscious management and to 
improve corporate value in the medium to long term. By implementing such measures, we aim to improve 
towards achieving a P/B ratio of 1x. 

That's all from me. Thank you for your question. 

Kanatani [Q]: Continuing, we have received another question. How do core fans, who are customers of your 
company that mainly deal in durable consumer goods like home appliances, make their purchasing decisions? 
Also, going forward, can we confirm the growth rate in terms of membership numbers? 

For this question, we'll have Takahashi respond. 

Takahashi [A]: I'm Takahashi, in charge of sales strategy. I'll be happy to answer your question. 

First, when it comes to our customers who are fans or core fans, our store deals in durable consumer goods. 
These goods, by nature, have a very long lifespan. They are used for at least five years and in some cases, even 
up to 10 years, so when customers come to buy these items, they need to make sure they are making the 
right choice. Is the product really going to be useful to them? This is where our physical stores play a vital role. 

By understanding the needs of our customers and enriching and simplifying their lives, we aim to make our 
customers feel glad about their purchase. When the product is installed at home and they see it, we want the 
name of our store, Joshin, to come to their mind, or perhaps the name of the salesperson who assisted them. 
That's the kind of business we aim for. 

Naturally, when it's time for replacement, they come back to us. If the level of the salesperson is high, they 
would directly come to the salesperson, or to the store. Even when they need a different product, Joshin will 
be one of their choices. 
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If we weren't doing business in this way, after buying and installing the product, customers would just be 
thinking about where to go next, where it's cheaper, but if they are truly satisfied with the product we 
recommended, they will surely come back to Joshin. 

If that satisfaction deepens even further, they will spread the word to those around them. If you're buying a 
refrigerator, go to Joshin. If you're buying a washing machine, go to Joshin. These simple words are invaluable 
to us. 

In this age of information overload, traditional advertising methods like flyers no longer work, not because 
they've become ineffective, but because there's just too much information out there. Internet advertising 
allows us to get our message out more widely and at a lower cost, but it too is drowned out in the flood of 
information. No matter how much we try to get our message across to customers, it doesn't resonate. 

But a customer who has used Joshin and felt the impact of our service will surely tell those around them. That 
message is certain to resonate with them. They come to Joshin and make a purchase, and by continuing to 
provide a satisfying experience, we can attract customers [inaudible]. We believe that this cycle of value is 
what our fan strategy is all about. 

As we mentioned earlier, we've introduced a new loyalty program. In our web business, we have a ranking 
system based on certain criteria. The ranking goes up as the customer clears each hurdle. Each rank comes 
with its own set of benefits and advantages for customers. We've expanded this ranking system to five ranks, 
and it's shared between our physical stores and our e-commerce platform. 

Customers who shop online can also shop at our physical stores, and vice versa, and for customers who shop 
both ways, we offer membership ranks based on their combined performance. This is the program we've set 
up. We can certainly keep track of the number of members, and probably, the higher the rank, the more they 
spend in a year. 

As the number of high-ranking members increases, our sales will surely increase. How many of these high-
ranking members can we acquire? This is directly linked to our sales capabilities, so our fan base strategy and 
membership strategy are closely interrelated. This new loyalty program is also part of this integrated approach. 

There's a rule of thumb in business that 20% of customers generate 80% of sales, but at Joshin, we don't just 
value this 20% of customers. While cherishing all our customers, we aim to steadily increase this 20% who 
contribute to our sales. This is what our fan base strategy and new loyalty program are all about. We hope 
you look forward to them. 

That concludes my explanation. Thank you very much. 

Kanatani [Q]: Takahashi-san, the questioner also asked if we could expect to see numerical growth in the form 
of membership numbers in the future. 

Takahashi [A]: Yes, while we do not actually disclose the number of members to investors, we do have these 
figures internally. The growth in the number of members and the growth in the average spending per member 
are directly connected to our performance. 

Numbers that have grown suddenly can shrink suddenly, but numbers that have grown gradually, little by 
little, are less likely to collapse and become stable. I think that's the real strength of our fan base strategy, so 
we aim to make every customer a fan of Joshin one by one. 
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Compared to our competitors, the expansion of our store count is relatively small. Instead, we place a strong 
emphasis on deploying experienced, skilled employees to ensure customer satisfaction. This is the strategy 
we are pursuing. 

When new employees join such a store, they get accustomed to such an environment and grow into such 
employees. This is also part of our internal education, where we continually develop strong employees. If we 
expand the number of stores too much, it can all collapse at once, so we plan to continue balancing the 
strength of the stores and the number of new stores. Thank you for your understanding. 

Kanatani [Q]: Continuing on to the next question. You have declared a dividend payout ratio of 30% or more. 
If performance improves, is there a possibility of raising it to 35% or 40%? Also, what do you value the most 
in returning to shareholders, stock price, dividends, or share buybacks? 

I will let Mr. Oshiro answer that. 

Oshiro [A]: This is Oshiro, in charge of financial strategy. Regarding shareholder returns, we would like to 
consider not only the dividend payout ratio but also from various angles. 

We are thinking about measures to return to shareholders while considering various factors, such as the level 
that you all can understand and agree with, and the current social situation. We would like to announce our 
policies on such matters in real-time without delay. 

However, as a company currently listed on the Prime Market, the most important thing imposed on us is the 
P/B ratio, that is, the stock price. We believe that the most important thing is to make our business efforts to 
raise this stock price by accumulating our sales efforts. 

We aim to gain the evaluation of investors by showing stable performance and growth, without falling into 
short-term measures. 

That's all for my answer. 

Kanatani [Q]: Continuing on to the next question. Please tell us about any issues you currently perceive in 
your EC business that might hinder further growth. If possible, could you elaborate on specific areas, such as 
interface renewal, lineup expansion, and pricing strategy? 

The response to this will be from Takahashi. 

Takahashi [A]: I'm Takahashi, in charge of sales strategy. First, when it comes to challenges, we naturally think 
of Amazon and Rakuten when we talk about the EC business. We have stores on these platforms. There are 
also various other sites, such as Yahoo!, but we can't really win if we directly compete with Amazon. 

While we have a store on Rakuten, it's a very strong platform in terms of EC, and so is Yahoo!. We have come 
to realize that even if we conduct a similar business, it's quite difficult to make it work as our business. 

Our EC business is an electronics store. We transport and deliver heavy items like refrigerators, washing 
machines, and air conditioners, products that exceed 100 kg, and install air conditioners mainly in the Tokyo, 
Nagoya, Osaka, and Hokuriku Shinetsu areas. We are building a system that can accept these orders and 
provide services as quickly and carefully as possible to satisfy our customers. 

We are not trying to compete directly with Amazon, Rakuten, or Yahoo! with various categories of products. 
Rather, we aim to establish an EC business as an electronics store and promote our business to our customers. 
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As for the interface, we think there is still room for improvement on our site. We want to make it easier to 
buy and find products, and our main focus is increasing traffic, how many customers we can attract to our 
site. We plan to make various efforts to achieve this goal. 

Regarding your question about the lineup, while we are working on a robust range of home electronics, there 
is another sector where our company's branding has been established, that is, the world of entertainment. 
This field is so competitive that it doesn't lose to physical stores, or rather, it's a domain where e-commerce 
is progressing even further. With the high level of support that this sector garners within the EC industry, we 
aim to solidify and expand our business in these areas as an online electronics store, focusing on our strong 
entertainment lineup, while gradually broadening our overall business scope. 

That's indeed what we're considering, growing our business while expanding our business scope. However, 
unlike physical stores where you might increase the number of stores and volume, we don't adopt that 
approach. Instead, we focus on our core products and segments, and while solidifying these, we aim to expand 
our business areas. That's the direction we're taking. 

As for pricing, we're indeed in a competitive environment. While we have no choice but to keep a keen eye 
on other companies' websites, we also prioritize providing added value to our customers. For instance, once 
a customer visits our site, we present them with trial reports. 

Our employees actually use the products, and each one carefully records their experiences and impressions. 
This not only increases the options for customers but also guides them in deciding which product to buy. In a 
physical store, a salesperson could explain this to customers, but in the world of e-commerce, this is not 
possible. 

However, we are indeed undertaking efforts that get us close to that experience. By doing so, we hope to 
transfer the value of these efforts to our pricing. Therefore, while we will indeed continue to compete on 
pricing, we also want to provide value at the same time. We kindly ask for your understanding in this regard. 

That concludes my explanation. Thank you. 

Kanatani [Q]: The next question has come in. Looking at the medium-term sales growth, will the effects of 
the fan base strategy be reflected in the next medium-term plan? Or do you envision an improvement in 
profitability due to an increase in the sales composition ratio of the fan base as a result of its expansion? 

I'll have Takahashi answer this question as well. 

Takahashi [A]: This is Takahashi. I would like to answer the question just asked. 

As of the fiscal year ended March 2023, not all the financial results of the same period of the home electronics 
retailers have been announced, so I can't say anything for certain. However, looking at the numbers up to Q3 
of the same period, our sales growth was third out of five companies. 

In terms of the growth of gross profit, our company was number one. As for the number of stores, we ended 
up with two fewer this term. If you look at our competitors, you'll see that they have a fair number of stores. 

From these results, you can see that we've been able to secure solid sales per store. This is undoubtedly due 
to our fan base strategy serving as the foundation. Instead of increasing the number of stores and volume, we 
aim to improve the quality per store and steadily increase our share there. Increasing our share means 
increasing the percentage of customers who support us, and I believe this is the result of the business we've 
been conducting. 
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Once all the results are in, I plan to look back as well, but since its founding, Joshin Denki has been a company 
that has always embraced the idea of a fan base. We value our customers and operate under our corporate 
motto of "love," continuing the practice of putting ourselves in the other person's shoes. 

We've come this far with the form of a fan base, and at this point, we're clearly positioning the fan base 
strategy against what we've cultivated up to now. We're clearly defining what a fan base is, and all of our 
employees recognize it and are working towards it. 

We intend to further systematize the values that have been handed down continuously throughout our 
history and turn them into the value of Joshin Denki. We've already started seeing the effects and results of 
this. In the next medium-term plan, we want to make these results even bigger, so we ask for your support. 

That concludes my explanation. 

Moderator [M]: Are there any other questions? If not, we'll end the Q&A session here. 

This concludes the live streaming of the financial results for FY2022 and the new medium-term management 
plan, JT-2025 Management Plan, of Joshin Denki Co.,LTD. 

Thank you very much for your attention. 

[END] 

______________ 
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