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Analysis of Business Results

Overview of Business
In 2019, the overall trend in the global economy was one of 

ongoing growth as seen in factors such as the strong condi-

tions in the U.S. economy against a backdrop of higher 

employment levels and increased consumer spending. 

Bearish conditions were, however, witnessed in Asia and 

Europe. The Japanese economy also experienced a gradual 

recovery, despite sluggish exports, as consumer spending 

picked up following improvements in the job market and in 

wage levels.

 Under these conditions, the Asahi Group is promoting 

Glocal Value Creation Management as described in the 

Medium-Term Management Policy while being guided by 

the Asahi Group Philosophy. In the Medium-Term 

Management Policy, we have defined the three key priorities 

of strengthening earnings power, enhancing management 

resources, and reinforcing ESG initiatives. Initiatives for 

strengthening earnings power include cultivating high-value-

added brands and reforming earnings structures in domes-

tic and overseas operations.

 As a result of these initiatives, we posted revenue of 

¥2,089.0 billion, down 1.5% year on year. Core operating 

profit*1 was ¥212.9 billion, down 3.8%, and operating profit 

came to ¥201.4 billion, down 4.9%. Profit attributable to 

owners of parent was ¥142.2 billion, down 5.9%. This 

outcome was attributable to the impacts of the unseason-

able weather seen during highly profitable periods and the 

intensification of competition in domestic operations as well 

as negative foreign exchange influences in overseas opera-

tions. These factors offset the benefits of improved brand 

quality and new value proposals made to customers as well 

as the advancement of the premiumization trend centered 

on Europe.

 When excluding the impacts of negative foreign 

exchange influences, revenue rose by 0.8% while core 

operating profit decreased 1.0%.*2

*1 Core operating profit is the reference indicator for normalized business performance. 

Core operating profit = Revenue – (Cost of sales + Selling, general and administrative 

expenses)

*2 Performance when excluding the impacts of negative foreign exchange influences is 

calculated by translating foreign currency-denominated amounts for 2019 based on the 

foreign exchange rate in 2018.

Revenue
In the Alcohol Beverages Business, revenue was down 

despite increases in non-beer sales attributable to the 

strong performance of ready-to-drink beverages and whisky 

and spirits, as beer and happoshu sales decreased year on 

year due to market contractions and other factors. The Soft 

Drinks Business posted higher revenue as the solid 

Major Trends in Business Performance (¥ billion)

2018*1 2019 YoY Change

Revenue 2,120.2 2,089.0 (31.2)

 Alcohol Beverages*2 913.3 886.8 (26.5)

 Soft Drinks*2 370.7 376.2 5.4 

 Food 115.9 117.6 1.6 

 Overseas*2 710.4 699.5 (10.8)

 Other 109.4 109.1 (0.2)

Adjustment (corporate/elimination) (99.7) (100.4) (0.7)

Core operating profit 221.3 212.9 (8.4)

 Alcohol Beverages*2 109.5 105.5 (3.9)

 Soft Drinks*2 37.2 33.2 (4.0)

 Food 12.3 13.0 0.6 

 Overseas*2 100.6 102.4 1.8 

 Other 2.5 2.2 (0.2)

Adjustment (corporate/elimination) (40.9) (43.5) (2.6)

Core operating profit margin (including liquor tax) 10.4% 10.2% (0.2pts)

Core operating profit margin (excluding liquor tax) 13.6% 13.2% (0.4pts)

Profit attributable to owners of parent 151.0 142.2 (8.8)

*1  We changed the disclosure method to allocate the results of IFRS adjustment into each individual operating companie’s revenue and core operating profit. In response to this change, the 

figures in 2018, the year used for comparisons, for each operating company include the impacts of the IFRS adjustment.

*2  We reorganized our business segments, etc., on January 1, 2019. As a result, we reflect the impact of the following two changes in the figures for 2018, the year used for comparisons.

 1.  Change of the export structure, including the transfer of export beer sales at Asahi Breweries, Ltd., which were previously included in the Alcohol Beverages Business, to Other/elimina-

tion in the Overseas Business

 2. Transfer of Taiwan Calpis Co., Ltd., which was previously included in Other/elimination in the Overseas Business, to Asahi Soft Drinks Co., Ltd. in the Soft Drinks Business

Discussion and Analysis of 2019 Business Results



Section 04

ASAHI GROUP INTEGRATED REPORT 2019 93

Progress in Financial and Business Strategies

performance of the WILKINSON brand, which benefited 

from growth in the unsweetened carbonated beverage 

market, and of high-added-value products in the health 

function domain offset the declines in sales of MITSUYA 

and CALPIS brand products owing to unseasonable weather 

during highly profitable periods. The Food Business also 

enjoyed higher revenue following favorable performance 

centered on major brands as well as success in new value 

proposal measures pertaining to baby food and freeze-dried 

food products. Conversely, revenue was down in the 

Overseas Business. Although this business saw brisk perfor-

mance in operations in Europe and Oceania due to progress 

in the premiumization trend and the expanded sales of 

high-value-added products, overall performance suffered 

due to negative foreign exchange influences, the impacts of 

the boycotts in South Korea, and effects of the conversion of 

certain Chinese operating subsidiaries to equity-method 

affiliates conducted during the previous year.

 As a result, consolidated revenue, including the 

decrease in revenue of the Other Business, amounted to 

¥2,089.0 billion, down 1.5%, or ¥31.2 billion, year on year.

Core Operating Profit
In the Alcohol Beverages Business, core operating profit 

was down as a result of lower revenue, the impacts of which 

we were unable to absorb through reductions to manufac-

turing costs and earnings structure reforms implemented 

via the introduction of zero-based budgeting (ZBB). Core 

operating profit in the Soft Drinks Business declined follow-

ing decreases in factory utilization rates that resulted from 

the impacts of the unseasonable weather seen during highly 

profitable periods. The Food Business achieved higher core 

operating profit due to the rise in revenue, increases in 

overall efficiency pertaining to fixed costs, and improve-

ments in product category mixes. In the Overseas Business, 

core operating profit was up because of the strong perfor-

mance of operations centered on Europe and Oceania.

 As a result of the above, consolidated core operating 

profit, which includes the decline in profit of the Other 

Business, decreased 3.8%, or ¥8.4 billion, to ¥212.9 billion.

Operating Profit
Operating profit decreased 4.9%, or ¥10.3 billion, year on 

year as a result of the decrease in core operating profit and 

an increase in other expenses.

Profit Attributable to Owners of Parent
Profit attributable to owners of parent was ¥142.2 billion, 

down 5.9%, or ¥8.8 billion, year on year, due to a decrease 

in profit before tax.

Analysis of Financial Position

Total assets stood at ¥3,140.7 billion on December 31, 

2019, an increase of ¥61.4 billion from a year earlier, due in 

part to an increase in property, plant and equipment and an 

increase in other financial assets associated with exchange 

contracts, which outweighed the decrease in intangible 

assets that accompanied yen appreciation and amortization 

expenses. Total liabilities came to ¥1,892.5 billion, down 

¥37.1 billion from the previous year-end, primarily as a 

result of a decline in financial liabilities. Total equity at the 

end of the year stood at ¥1,248.2 billion, up ¥98.6 billion 

from the previous year-end. This outcome was a result of an 

overall increase in retained earnings owing to the recording 

of profit attributable to owners of parent, which occurred 

despite the downward pressure on retained earnings from 

dividends paid. The equity attributable to owners of parent 

ratio improved 2.5 percentage points, to 39.7%.

Factors Contributing to Change in Core Operating Profit
(¥ billion)
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Cash Flows
(¥ billion)

Interest-Bearing Debt / Net Debt/EBITDA
(¥ billion) (Times)

(Left)  Interest-bearing debt

(Right)  Net debt/EBITDA

 Cash flows from operating activities  

 Cash flows from investing activities  Free cash flow*

*  Free cash flow = (Cash flows from operating activities + Proceeds from sales of  

property, plant and equipment) – Purchase of property, plant and equipment
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Analysis of Cash Flows

Cash Flows from Operating Activities
Net cash provided by operating activities amounted to 

¥253.4 billion, an increase of ¥1.0 billion from the previous 

year, resulting from the cash inflow of profit before tax of 

¥197.3 billion and non-cash items including depreciation, 

outweighing cash outflows including income taxes paid.

Cash Flows from Investing Activities
Net cash used in investing activities came to ¥103.6 billion, 

compared with net cash provided by investing activities of 

¥22.5 billion in the previous year, a turnaround of ¥126.1 

billion, primarily due to the acquisitions of shares of subsid-

iaries in European operations.

Cash Flows from Financing Activities
Net cash used in financing activities was ¥158.8 billion, 

down ¥111.7 billion from the previous year, primarily due to 

the decrease in financial liabilities that followed the repay-

ment of long-term loans.

 As a result of the above, cash and cash equivalents at 

the end of the period stood at ¥48.4 billion, a decline of 

¥8.8 billion from the end of the previous year.

Cash Flow Indicators
2018 2019 YoY Change

Cash flow to interest-bearing 
debt ratio (annual) 4.1 4.1 Unchanged 

year on year

Interest coverage ratio (times) 37.0 36.9 0.1  percentage 
point decrease

Liquidity and Capital Resources

We acquire our capital resources principally through cash 

flows generated by operating activities, loans from financial 

institutions, and the issuance of bonds. As a management 

policy, we regard the reduction of interest-bearing debt as a 

priority issue. Nevertheless, we make flexible use of financial 

liabilities according to the need for capital resources to 

invest. Potential investments include capital expenditure to 

strengthen and streamline our business foundations and 

strategic investments such as M&As. In regard to the acqui-

sition of Carlton & United Breweries of Australia, which was 

closed on June 1, 2020, funds will be procured through a 

combination of debt financing, with the goal of minimizing 

interest costs, and equity financing, aimed at facilitating the 

quick recovery of the Company’s financial position, maintain-

ing current credit ratings, and minimizing refinancing risks. 

We will focus on reducing overall capital and interest costs in 

this financing endeavor. Meanwhile, we meet working capital 

needs, in principle, through short-term loans and the issu-

ance of commercial paper. In addition, the Company and its 

major consolidated subsidiaries have introduced a cash 

management system that channels the excess funds of 

Group companies to the Company so that we can centrally 

manage these funds. This system enables us to both 

improve capital efficiency and minimize financing costs.
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Capital Investment

Capital investment during 2019 increased ¥7.9 billion, to 

¥86.1 billion. In the Alcohol Beverages Business, we 

focused on strategic investment to improve profitability as 

well as investments for bolstering whisky production capaci-

ties. In the Soft Drinks Business, we carried out investments 

for augmenting our production capacities in order to 

increase the ratio of in-house production as well as invest-

ments for improving profitability through the capitalization of 

vending machines. In the Food Business, we executed 

strategic investments to boost production capacities for 

expanding sales. In the Overseas Business, our focus was 

on a strategy of continuous profitability improvement, based 

on which we conducted capital investments for heightening 

efficiency as well as investments for increasing the produc-

tion capacities of beer manufacturing facilities in Europe.

R&D Expenses

Groupwide R&D expenses in 2019 increased ¥0.4 billion, to 

¥12.8 billion. Expenses were related to the development of 

products boasting unique value in the Alcohol Beverages 

Business, Soft Drinks Business, and Food Business as well 

as the development of technologies to link core Group 

research areas, such as yeast, lactic acid bacteria, and 

fermentation technologies, to the future creation of innova-

tive products that are the first of their kind in all Group areas 

of operations. In addition, Asahi Quality and Innovations, 

Ltd. (AQI), a new company tasked with drafting research 

strategies, carrying out R&D activities, and working to create 

new businesses, was established and commenced opera-

tions in April 2019. Focus areas have been defined for AQI, 

which prioritizes the allocation of resources to research 

themes and new business development based on Group 

strategies. AQI is thus building upon the Group’s accumu-

lated yeast and lactic acid bacteria research insight to create 

new businesses and value. Furthermore, we are utilizing 

cutting-edge technologies and open innovation to advance 

initiatives not confined to our traditional R&D fields.

Profit Distribution Policy and Dividends

Regarding the use of free cash flow, we will give priority to 

investments for growth such as M&As and other initiatives 

while working to enhance our capital investment capacity by 

reducing debt based on the Medium-Term Management 

Policy. Moreover, regarding shareholder returns, we aim to 

steadily increase dividends with the goal of reaching a 

payout ratio of 35% by 2021.

 For 2019, we paid a full-year ordinary dividend of ¥100 

per share, up ¥1 from the previous year, based on our 

consolidated financial position and full-year results. For 

2020, we plan to pay a full-year ordinary dividend of ¥106 

per share, comprising an interim dividend of ¥53 per share 

and a year-end dividend of ¥53 per share, up ¥6 from 2019.

Note:  The dividend payout ratio is calculated based on the figure for profit attributable to 

owners of parent, which excludes one-off special factors such as the impacts of 

business portfolio restructuring and foreign exchange movements.

Capital Investment by Business
(¥ billion)

R&D Expenses
(¥ billion)

 Alcohol Beverages  Soft Drinks  Food  Overseas 

 Other  Adjustment (corporate/elimination)




