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Providing Robust Support for Our Global Growth Strategies 

through the Further Evolution of Cash Management

Trends in Revenue and Core Operating Profi t Margin 

by Business

Revenue 

(¥ billion)

YoY Change 

(¥ billion)

Core Operating 

Profi t Margin 

(%)

YoY Change 

(pts)

Alcohol 

Beverages
968.8 (7.7) 12.5 0.1

Soft Drinks 374.5 10.6 10.2 1.3

Food 113.7 2.9 10.2 0.9

Overseas 621.1 370.7 10.6 5.7

Total Asset Turnover and Financial Leverage
(Times) (Times)

We are pursuing constructive dialogue with capital markets 

using the three key priorities of our Medium-Term 

Management Policy as our engagement agenda. We have 

also been receiving extremely high evaluations regarding 

our information disclosure practices, which have included 

being chosen 13 times as the top company in the foods 

category in the Securities Analysts Association of Japan’s 

Awards for Excellence in Corporate Disclosure. Under the 

leadership of the Company’s president, we have passion-

ately engaged in “true to our word” management and 

continued to honor our commitments one after another as a 

result. In doing so, we have strengthened the trust-based 

relationship we have with capital markets as the years have 

passed. Going forward, we will continue to appropriately 

disclose information and engage in constructive dialogue as 

we work to further reduce capital costs.

 In this section, I will explain the progress and future 

direction of “asset and capital effi ciency improvement,” 

which is one element of our engagement agenda, as it 

relates to each aspect of the equity spread.

Further Improving Profi t Margin on Revenues

In addition to further strengthening the earning power of 

our three domestic businesses, we have incorporated the 

business performance of the newly consolidated Europe 

business in our fi nancial results. Accordingly, core operat-

ing profi t in fi scal 2017 rose ¥47.8 billion, or 32.2%, to 

¥196.3 billion. By business, core operating profi t margin in 

the Alcohol Beverages Business was up only 0.1%, to 

12.5% (21.0% when excluding liquor tax), due in part to 

the impact of unseasonable weather conditions. Meanwhile, 

core operating profi t margin in both the Soft Drinks and 

Food Businesses reached industry-leading levels, increas-

ing over 10% thanks to such factors as an improved prod-

uct mix following the expansion of core brands as well as 

the generation of various synergies. Additionally, core oper-

ating profi t margin rose over 10% (12.8% when excluding 

liquor tax) in our Overseas Business, refl ecting profi t 

improvements in the Oceania business, and the acquisition 

of highly profi table businesses in Western and Central 

Europe. In these regions, we are seeing the successes of 

strategies that focus on improving product mixes and shift-

ing to premium products, which have allowed us to achieve 

a higher-than-expected business performance. In light of 

this, we anticipate that core operating profi t in the Overseas 

Business will account for approximately 40% of the 

Company’s overall core operating profi t in fi scal 2018. 

Moving forward, we will enhance our domestic marketing 

activities focusing on core brands and pursue a shift toward 

high-added-value products. At the same time, in our 

Overseas Business, we will strive to further improve profi t-

ability centered on a shift toward premium products.

 In terms of cost competitiveness, we are starting to see 

clear results, particularly in the Soft Drinks Business, from 

our efforts to improve capacity utilization, which have 

included the establishment of an optimized production 

structure at Asahi Soft Drinks Co., Ltd. and Calpis Co., Ltd., 

an increase in production lines, and the creation of new 
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distribution centers. Moreover, we have entrusted the 

accounting duties of operating companies to our subsidiary 

Asahi Professional Management Co., Ltd. and have been 

taking steps to reform working styles and enhance opera-

tional effi ciency through the use of IT and AI. In these 

ways, we have steadily improved worker productivity.

Bolstering Profitability through Zero-Based Budgeting

From 2018, while thoroughly reexamining all kinds of costs 

from a zero-based perspective and working to reform vari-

ous business processes, we have been undertaking efforts 

to strengthen our profi t foundation and have commenced 

zero-based budgeting (ZBB). In our Europe business, we 

have been promoting initiatives similar to ZBB in certain 

countries for over 10 years. By leveraging the acquisitions 

of the Europe business, we have started to incorporate 

such initiatives in our domestic businesses to promote a 

style of ZBB unique to Asahi. For the efforts we are making 

in our Europe business, costs and policies that can be 

made more effi cient are decided on each year, and the 

corporate offi cers of these businesses are responsible for 

analyzing every aspect of operations in terms of cost. While 

meticulously controlling costs as a cross-organizational 

project, department managers formulate plans regarding 

the extent to which certain methods can be used to make 

costs more effi cient. Before deciding on the annual budget, 

these managers must receive the approval of Board

members in relation to costs and the processes to make 

costs more effi cient. In these ways, ZBB provides an 

extremely thorough framework for managing costs. Using 

our Europe business as an example, we intend to reexam-

ine all costs in our domestic businesses, including at the 

Asahi Group Head Offi ce, from a zero-based perspective to 

determine and pursue more specifi c and clear targets.

Steadily Improving Asset and Capital Effi ciency 

by Restructuring Our Business Portfolio

By investing approximately ¥1,200.0 billion to acquire new 

businesses in Europe, total assets at the end of fi scal 2017 

stood at ¥3,346.8 billion, up nearly 1.6 times from the end 

of the previous fi scal year. Meanwhile, as part of our efforts 

toward asset and capital effi ciency improvement, we are 

moving forward with a focus on our competencies, selling 

off investments accounted for using the equity method in 

China and our stake in a joint venture business in 

Indonesia. In doing so, we believe we have partially 

achieved our goals regarding the restructuring of our busi-

ness portfolio. Whether we are conducting M&As or selling 

off assets, the process to do so is extremely complicated 

and negotiations can become rather diffi cult. However, 

Kenji Hamada
Director and Corporate Officer, CFO
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Financial and Cash Flow Strategy and Guidelines

Guidelines for the Next Three Years

Cash fl ow
• FCF: Above ¥140.0 billion (annual average)
• Impact of business restructuring: Approx. ¥100.0 billion (FY2018 forecast)

Debt reduction
• Net debt/EBITDA: Around 3 times by the end of FY2019
• Net D/E ratio: Below 1 time by the end of FY2018

Investment for growth • Prioritize strengthening fi nancial structure and consider M&As for expansion of foundations for growth

Shareholder returns • Stable dividend increases with the aim of a dividend payout ratio of 30%*

* Adjusted profi t attributable to owners of parent is used for calculation purposes, which is calculated after the deduction of one-off special factors including business 

portfolio restructuring.

through the expertise and know-how we have accumulated 

from past successes and failures, we have gained a genu-

ine ability to execute deals, which has benefi ted us in a 

variety of ways, including allowing us to shorten the time it 

takes to close a deal.

 In addition, we are working to further improve asset and 

capital effi ciency through such means as reducing working 

capital by optimizing inventories and accounts receivables 

and payables as well as by making clear capital expenditures 

and reducing non-utilized assets. Meanwhile, we have a 

framework in place where, on a quarterly basis, the holding 

company monitors and analyzes the increase or decrease of 

working capital at the operating companies as well as 

improvements or deterioration in terms of these companies’ 

return on invested capital (ROIC). The holding company then 

provides guidance to the operating companies, including 

pointing out any issues discovered through its monitoring 

and analysis. With that said, there have been instances 

where operating companies carry out investments to bolster 

facilities and spur innovation over the medium to long term if 

such investments are deemed necessary for realizing sus-

tainable growth by the holding company, even if doing so 

causes ROIC to decline temporarily.

 On a consolidated basis, ROIC declined in fi scal 2017 

compared with the previous fi scal year due in part to the 

impact of the signifi cant increase in invested capital Group-

wide and the incorporation of temporary expenses following 

the addition of the new Europe business. However, this 

decline is only temporary, and if we look solely at existing 

businesses and exclude the newly added Europe business, 

we see that ROIC increased signifi cantly over last year’s 

levels due to our efforts to strengthen the earning power of 

each business and restructure our business portfolio.

Evolving Cash Management to Further Improve Asset 

and Capital Effi ciency

With Japan serving as the starting point, the Asahi Group has 

thus far streamlined capital management functions to major 

operating bases in each region, including Australia and 

Malaysia, in the pursuit of effi cient capital management 

operations. However, with the acquisition of the new Europe 

business, we are faced with the pressing issue of evolving 

our capital management structure on a more global scale. To 

address this issue, during 2018 we intend to make visible 

the conditions of cash fl ows, surpluses, and other items at 

each Group company across the globe and monitor these 

conditions at our head offi ce in a unifi ed manner.

 In addition, after realizing this kind of visualization, we 

will work to maximize capital effi ciency based on the man-

agement methods in our Europe business, where cash is 

managed rigorously. In doing so, we will work to compre-

hensively reduce the cost of raising and distributing funds 

on a Group-wide basis. Furthermore, in regard to the fi nan-

cial risks we will face in the future, such as the risk of 

foreign currency translation, which rises in proportion to the 

increase in the amount of currencies we deal with, the 

further evolution of our cash management system will help 

us enhance the accuracy of our risk predictions and realize 

more effective risk hedging.

Prioritizing the Repayment of Interest-Bearing Debt 

and Thoroughly Reinforcing Our Financial Foundation

At the end of fi scal 2017, the net debt/EBITDA ratio stood 

at 4.2 following the acquisition of our new Europe business. 

While this fi gure may make it seem as if our fi nancial posi-

tion is worsening, we anticipate that the addition of the 

Europe business to our existing businesses, which are 

seeing improved profi tability, will generate high levels of 

Message from the CFO
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Net Debt/EBITDA and Net D/E Ratio
(Times) 

Total Dividend Amounts and Trend in Payout Ratio
(¥) (%)

cash fl ow going forward. Specifi cally, we expect annual 

cash fl ow from operating activities of over ¥200.0 billion 

and free cash fl ow of over ¥140.0 billion. In addition, 

through the added effects of asset liquidation efforts, such 

as the sale of shares in Tsingtao Brewery Company, we 

anticipate that we will reach our target of a net debt/

EBITDA ratio of approximately 3.0 by the end of 2019, one 

year ahead of our initial expectations. Also, we plan to 

reduce our net debt/equity ratio, which currently stands

at 1.1, to around 0.8 by the end of fi scal 2018. For the time 

being, we will prioritize the allocation of generated cash fl ow 

to the repayment of interest-bearing debt with the aim of 

strengthening our fi nancial foundation and maintaining and 

improving our credit rating. At the same time, we will 

steadily work to enhance our investment capacity with a 

view toward future investments for growth.

 Going forward, we will give examination to prioritizing bolt-

on M&As to complement the competitive edge of our Europe 

business. For the funds required to do so, we intend to make 

use of cash and deposits on hand and debt fi nancing while 

maintaining a focus on current interest rate trends.

Aiming to Steadily Implement Shareholder Returns 

with a Planned Payout Ratio of 30%

In the guidelines laid out in our Medium-Term Management 

Policy, we plan to successively increase dividends targeting 

a payout ratio of 30% on an IFRS basis in fi scal 2018. For 

fi scal 2018, we plan to issue an annual dividend of ¥90 per 

share, with an expected payout ratio of over 30% when 

excluding temporary extraordinary factors such as the 

restructuring of our business portfolio.

 Moving forward, we aim to continue to steadily increase 

dividends with a planned payout ratio of 30% in an effort to 

meet the expectations of our shareholders. Also, while 

giving priority to the reduction of interest-bearing debt, we 

will examine further enhancements to shareholder returns 

in line with other global companies in the event that growth 

in cash fl ows exceeds our expectations and if we believe we 

have the capacity to do so.

 

Cultivating Talented CFOs to Support Our Global 

Strategies

We believe that the CFOs at all Group companies, not just 

the CFO at the holding company, use numerical data to 

clear the path toward logical and objective improvements in 

corporate value. We also believe that CFOs play a key role 

in supporting the decision making of the CEO. With a focus 

on the Group’s future strategies for growth, we expect our 

CFOs to continuously assess strategic, operational, and 

compliance risks based on a deep understanding of 

accounting and financial perspectives as they lead the 

Group’s overall business into the future. To this end, there 

is a need for us to cultivate talented CFOs who possess 

greater levels of strategic insight and experience related not 

only to accounting and finance but also to M&As, 

sophisticated risk management, and tax planning, as well 

as outstanding business execution abilities.

 The Group has tremendous talent in each business and 

in each region, and we intend to cultivate this talent, who 

possess the strengths and potential to lead the Group’s 

growth from a financial perspective, into future candidates 

for CFO positions. As we examine future M&As, we will 

increase the number of personnel that experience the 

integration process after the execution of M&As and other 

matters. Regardless of nationality, if we gain more talent 

with experience related to such important aspects as post-

merger integration, we will then certainly find the spark to 

further drive our global strategies.
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