
We voluntarily adopted the International Financial 
Reporting Standards (IFRS) from the year-end 
financial report for 2016. We decided to adopt IFRS 
in order to provide our shareholders, investors and 
other stakeholders with more useful information 
by enhancing the comparability of our financial 
information with other companies worldwide, and 
by enriching the content of our financial disclosure. 
We also intend to enhance corporate value by 
bolstering management with an emphasis on asset 
and capital efficiency. 
 The main impact from our adoption of IFRS 
in the financial report for the previous fiscal year 
was a ¥183.4 billion decline in revenue compared 
with the Japanese accounting standards, reflecting 

the deduction of rebates directly linked to sales. 
Moreover, we have presented core operating profit 
as the profit remaining after deducting cost of sales 
and selling, general and administrative expenses 
from revenue. However, as core operating profit 
does not reflect amortization of goodwill, it reflects 
an increase of ¥7.7 billion compared to operating 
income under the Japanese accounting standards.
 Furthermore, core operating profit is not defined 
under IFRS, but we have decided to present it as 
a central reference index for the results of each 
business going forward because we believe it will be 
helpful for shareholders and investors as a reference 
index for normalized business performance. 

Adoption of International Financial Reporting Standards (IFRS) 

Aiming at Sustained Corporate Value 
Enhancement through Asset and 
Capital Efficiency Improvement

Message from the CFO

Asset and capital efficiency improvement  
that takes into consideration capital cost

Director and Corporate Officer, CFO
Kenji Hamada

IFRS 
Japanese 

accounting 
standards

Difference  
due to  

IFRS adoption

Revenue 1,706.9 1,890.3 –183.4 * Deduction of sales incentives from sales

Core operating profit*1 148.4 140.7 7.7

*1  The reference profit index for normalized business performance results.
Core operating profit = Revenue – (Cost of sales + Selling, general and administrative expenses)

Total impact of IFRS adoption –9.4 –17.1 7.7

Amortization of goodwill –6.2 –17.1 10.8 * Non-amortization of goodwill

Corporate adjustment items –3.1 – –3.1 * Adjustments arising in conjunction with IFRS adoption

Retirement benefit expenses 
adjustment –2.6 – –2.6

Adjustment for depreciation 
and amortization, other –0.5 – –0.5

Impact of IFRS Adoption (2016 Results) (Billions of yen)

Breakdown of impact of IFRS adoption on core operating profit (+¥7.7 billion)

page 78Further details of the effect of the transition to IFRS
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Initiatives on Key Priorities of the Medium-Term Management Policy

Improve ROIC

Asahi Group Holdings Operating companies

Financial leverage

Profit margin 
on revenues

Capital 
turnover

Reduce the cost of 
shareholders’ equity

Maintain and  
grow ROE

·  Promote investments for growth focused on 
returns

· Streamline SCM across the Group
·  Improve human productivity through effective 
posting and other means

·  Focus on core competences in the business 
portfolio

·  Improve efficiency and business management 
leveraging the adoption of IFRS

· Review and reduce investment assets

·  Utilize financial liabilities, considering the 
optimal capital structure

·  Enhance shareholder returns through stable 
dividend increases and other means

—

·  Conduct fair and appropriate disclosure of information, including non-financial information 
about medium- to long-term management strategies, resource allocation and other matters

·  Build relationships of trust through constructive dialogue with shareholders and investors based 
on appropriate disclosure of information

·  Bolster brands through high added value and 
differentiation

· Revise business and product portfolios
·  Reform profit structures such as internal busi-

ness integration (positive impact of ¥20.0 to 
¥30.0 billion from streamlining over three years)

·  Reduce working capital (shorten the cash 
conversion cycle and reduce inventories)

·  Enhance the capacity utilization rate through 
business integration and other means

· Reduce non-core, non-utilized assets

Capital efficiency improvement with an emphasis on the equity spread 
(ROE – cost of shareholders’ equity = creation of corporate value)

Improvement of asset and capital efficiency is a 
key priority under the Medium-Term Management 
Policy. We are striving to expand the equity spread, 
which is the difference between the cost of 
shareholders’ equity and ROE, as this is a source of 
corporate value.
 Specifically, we have broken down ROE into 
ROIC and financial leverage, using them as reference 
points to define the respective activities of Asahi 
Group Holdings and its operating companies. This 
enables us to align the direction of activities for the 
entire Group. First, the operating companies primar-
ily focus on strengthening earning power, one of the 
Medium-Term Management Policy’s key priorities. 
Meanwhile, they are leveraging the sophistication 
of their business models through product portfolio 
selection and concentration and setting KPIs such 
as revenue structure reforms and reductions in 
operating capital. The holding company conducts 
M&As focused on returns and business portfolio 
restructuring. It also executes financial strategies in 
consideration of an appropriate capital structure, 
including balancing investments for growth and 
shareholder returns. In 2016, our efforts steadily 

produced results. We made a significant investment 
in our European beer businesses, and worked swiftly 
to review our asset holdings, including the sale of 
investment accounted for using equity method in 
China and idle real estate. 
 Meanwhile, to reduce the cost of shareholders’ 
equity, I believe it is most important to build trust 
relationships with our shareholders and investors. 
Our policy is to work to reduce the capital cost 
by continuing to provide appropriate information 
disclosure and conduct constructive dialogue. 

Asset and Capital Efficiency Improvement That Takes  
into Consideration Capital Cost
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Message from the CFO

Financial and Cash Flow Guidelines and Progress
As a guideline in the Medium-Term Management 
Policy, we are targeting cumulative cash flows 
generated over the three years of ¥470.0 billion or 
above from cash flows from operating activities and 
review of assets. We are also planning to achieve 
free cash flow of at least ¥250.0 billion after deduct-
ing capital expenditures. We plan to utilize free cash 
flow, considering the balance between investments 
for growth and shareholder returns.
 Investments for growth will amount to approxi-
mately ¥1.2 trillion in total, including the acquisition 
of the Western Europe beer business in 2016 and 
the acquisition of the Central and Eastern Europe 
beer business in 2017. To fund these investments, 
we plan to use our own capital and financial 
liabilities rather than equity finance, which has a high 
capital cost. We expect this to bring our D/E ratio 
to around 1.5, exceeding initial guidelines, and our 
net debt/EBITDA ratio to around 5.0. However, we 
expect the increase in cash flow generation from the 
acquisitions combined with further asset streamlining 
effects to reduce the D/E ratio to around 1.0 and the 
net debt/EBITDA ratio to around 3.0 by 2020. Our 
policy is to continue to maintain a certain degree of 
soundness while executing financial strategies that 
will contribute to enhancing corporate value. 

 With regard to shareholder returns, our dividend 
per share in 2016 increased by ¥4 year on year to 
¥54, and in 2017, we plan to increase it by ¥6. 
The dividend payout ratio for 2016 was 27.7%, 
partly reflecting the transition to IFRS. We plan to 
successively increase dividends targeting a dividend 
payout ratio of 30% on an IFRS basis by 2018. 
 Looking ahead, taking into account the opportu-
nities and risks in the external environment, we will 
seek to attain sustained increase in corporate value 
by investing to expand the Group’s foundations for 
growth and enhancing shareholder returns.

Financial and Cash Flow Guidelines under the Medium-Term Management Policy

Cumulative Guidelines for 2016–2018

Cash Flows
•  Generate cash flows of ¥470.0 billion or more  

(Cash flows from operating activities + Maximization measures + Asset review)

• Capital expenditures of ¥180.0 to ¥220.0 billion

Investments for Growth
•  Active investment in M&As and alliances to acquire foundations for growth 

(Maximum D/E ratio of approx. 1.0 acceptable if major capital demands arise)

Shareholder Returns

•  Stable dividend increases targeting a dividend payout ratio of 30% (IFRS basis)  
by 2018

•  Flexible share buybacks taking into account an appropriate balance  
with investments for growth
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