
This is our third annual report briefing.
Our annual report is created under the careful guidance of Chairman & CEO Okafuji
and the management team. At regular briefings and disclosures for individual 
projects, we focus on specialized content and end up providing only fragmentary 
explanations. In contrast, the annual report conveys a comprehensive and unified 
story about the Companyʼs overall strategies and direction, specific measures, and 
how they relate to individual projects in order to communicate the management that 
ITOCHU aims to achieve. Basically, our preparation of the annual report is rooted in 
the idea that it is the fairest disclosure tool available for our stakeholders around the 
world.

Multiple investors have said that attending the annual report briefing enables them to 
quickly grasp the key points of ITOCHUʼs management and business. We continue 
holding these briefings in line with a market-oriented perspective aimed at meeting 
these kinds of needs.
Today, I will first go over the basic structure of Annual Report 2022, then move on to 
the key points of the management messages, recent changes in the external 
environment and responses to risks, and ESG-related updates since the report was 
published, focusing on elements of the report that have changed since the previous 
fiscal year. We will then have a Q&A session at the end.
Furthermore, ITOCHU recently earned the Gold Award for the third consecutive year 
at WICI Japan Integrated Report Awards, one of the major awards for annual reports. 
We garnered praise for reflecting the results of dialogues with stakeholders in the 
creation of the annual report. We are very glad we can report this kind of result and 
would like to thank you all.
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At todayʼs briefing, our aim is to find a way to reduce the cost of capital (the red 
outline of the corporate value calculation formula) and enhance corporate value 
through a dialogue using the annual report to further enhance understanding of 
ITOCHUʼs management.

In addition, I hope we can engage in dialogue regarding various issues that cut 
across markets. Specifically, I am referring to the current extraordinarily uncertain 
business environment, as evinced by the actualization of geopolitical risks; 
persistently high commodity prices and inflation; rising interest rates mainly in North 
America and Europe; the yen depreciation; and the restructuring of supply chains.
Now, more than ever, markets are calling on companies to enhance diversity, 
strengthen governance, and promote sustainability.

Amid these intense changes in the external environment, although we are hearing 
calls from the market for companies to focus on long-term investment and 
management, we also need to pay attention to short-term performance fluctuations 
and shareholder returns, making this a difficult time to steer corporate management.
With the release of Annual Report 2022 and the holding of this briefing, I want to 
foster dialogue on what kind of company ITOCHU should be and how we should 
respond to these various issues.
We intend to report the new issues brought to light through dialogues with you all to 
management and use them in the evolution of our management going forward.



First off, I want to simply explain the editorial policy of Annual Report 2022.

As I said, in addition to the unprecedented degree of uncertainty in the business 
environment, companies are being called on more than ever to strengthen 
governance and promote sustainability. Based on this, in Annual Report 2022, we 
focused on the keywords of the Companyʼs “comprehensive strength” for dealing 
with the uncertain business environment and “ability of self-transformation,” 
including business model transformation and work-style reforms. We tried to lay out 
a cohesive growth story that will lead to corporate value enhancement.
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In terms of the overall composition of the report, we once again organized the 
reportʼs content around the investment-decision perspective, specifically the 
corporate value calculation formula, which is a major feature of ITOCHU.

Much like in Annual Report 2021, we segmented the report based on the 
components of the corporate value calculation formula, and the content of each 
section is presented with a focus on its relevance to and connectivity with 
management strategies and measures.
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This year, we added a new page entitled “Key Points of ANNUAL REPORT 2022.”

We added this new content in response to attendees of previous annual report 
briefings who said that they wanted a way to clearly see what had changed from the 
previous fiscal yearʼs report.

Starting from “Key Points of Annual Report 2021,” this page highlights “Changes in 
the External Environment in FYE 2022,” and from there lays out the key points we 
really want people to read in this yearʼs report, especially the changes we made from 
last year and topics of particular interest to stakeholders.

Readers of last yearʼs report need not go back over the entire report. By reading the 
pages indicated under “Key Points of ANNUAL REPORT 2022,” they can easily grasp 
the key points of management and business that the Company is currently focusing 
on.



I will now explain the composition of this yearʼs report from the perspective of the 
management messages.

The message from Chairman & CEO Okafuji provides the most significant discussion 
of overall management, and each officer augments coverage of their area of 
responsibility from their specialized perspectives. This composition remains 
unchanged. This year, we added the new CSO message and better clarified the scope 
of responsibilities for each officer.

I will introduce one such example on the next page.
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In the messages from management in our annual report, we concisely lay out the 
management policies and measures we are focusing on.

For example, regarding shareholder returns, the CEO message shows the Companyʼs 
basic stance on shareholder returns, while the CFO interview weaves in discussion of 
our cash-generating power and dialogue with market to more concretely explain our 
policies related to shareholder returns from an expert point of view.

On October 4, we announced additional shareholder returns, turning words into 
accomplishments by making good on the stance and policies on shareholder returns 
outlined in the annual report earlier in the year.
The management messages of the annual report were crafted through repeated 
discussion with management and extensive revisions. They convey the ideas and 
messages of ITOCHUʼs top management clearly and directly to the market, carrying 
significant weight.

From the next slide, I will explain the key points of the messages of each officer.
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First, the CEO message. As usual, the CEO message served as a kind of table of 
contents for the entire report and a condensed overview of the essence of the 
Companyʼs management. 

The first of the messageʼs six key topics is lessons learned from history. He explains 
that by regularly sharing lessons learned from previous mistakes internally and 
taking them to heart, we strictly temper overconfidence and self-conceit.

The second topic is ITOCHUʼs stance on shareholder returns based on dialogue. He 
explains the Companyʼs stance on shareholder returns arrived at through extensive 
internal discussions and input from dialogue with analysts and investors.
The third topic is businesses contributing to “Sampo-yoshi” and fostering 
sustainability. The resource businesses of general trading companies generate huge 
profits when commodity prices are high, but they tend to shift burden to 
downstream companies and consumers and raise questions about the sustainability 
of business.

The fourth topics is promoting business transformation with a market-oriented 
perspective. He explains that we cultivate small businesses in a hands-on way in 
close contact with consumers, steadily build up these businesses, and promote 
business model transformation in each one by applying a market-oriented 
perspective.
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The fifth topic is human resource strategies to enhance labor productivity. Here he 
explains such human resource strategies as introducing new work-style reforms that 
ensure that we enhance labor productivity and the background behind the 
establishment of the Womenʼs Advancement Committee.

The last topic is preparing for post-normalization of resource prices. He explains that 
the Company is keeping an eye on the normalization of resource prices and, even in 
an uncertain business environment, we are steadily engaging in new businesses in 
the non-resource sector, which has steadfastly remained our strength.
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Next, I will go over the COO message. Keita Ishii goes into about a review of his first 
year as COO and commitments for the second year, the comprehensive strength of a 
general trading company, and our approach to decarbonization.

In the review of his first year as COO and commitments for the second year, he 
states that he expanded his field of view beyond his familiar area of the Energy & 
Chemicals Company by working in-house for an extended period while overseas 
business trips were restricted due to the pandemic. As for his second year, he 
clarified his commitment to take the initiative in heading to the front lines and 
tapping into his full potential as the “captain of the field.”

In the section about the comprehensive strength of a general trading company, he 
mentions that he often hears questions from market actors about “conglomerate 
discounts” and the “selection and concentration” of businesses. His response is that 
the expansive and diverse business portfolios of general trading companies act as a 
strength in times of transformation, and their expertise in the resource sector can 
often be indirectly used in non-resource sector businesses. As such, in his view, it 
makes sense to maintain expansive business portfolios going forward.
Discussing our approach to decarbonization, he offers his opinion on policy for 
businesses that contribute to the reduction of GHG emissions as well as on efforts to 
directly reduce GHG emissions. Specifically, he outlines our policy to quickly divest 
from and eliminate interests in thermal coal, which can be substituted with 
alternative fuels, as well as the need to consider reducing coking coal and crude oil, 
which cannot be completely eliminated because they are currently difficult to 
substitute given their importance in society and industrial development.
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In the CFO interview, the key topic is “firmly maintaining our financial and capital 
strategies to balance three factors.”

In the first part, CFO Tsuyoshi Hachimura states that there is no change in the policy 
of achieving high ROE while balancing the three factors of growth investments, 
shareholder returns, and control of interest-bearing debt. He also mentions that we 
have built a robust financial foundation through such efforts as improving the NET 
DER and building up shareholdersʼ equity, even amid an uncertain business 
environment. He goes on to explain that we have significantly enhanced our cash-
generating power through steady asset replacement.

In the second section, in synchronization with the CEO message, he explains the 
background for swiftly deciding on and communicating the new dividend policy 
during the medium-term management plan based on dialogue with the market as 
well as our specific approach to shareholder returns. He also talks about how we aim 
to reduce the cost of capital by addressing issues brought to our attention through 
dialogue with market actors.

In the third part, he offers his opinion that, given the possibility of interest rate hikes 
to rein in inflation, past efforts focused on raising the Companyʼs credit rating will 
continue to bear fruit moving ahead.
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Moving on to the CSO interview, the key phrase is “keeping an eye out for 
opportunities and risks in the uncertain business environment.” From the two 
perspectives of CSO and CDO･CIO, he explains four lessons learned from previous 
investment failures, the DX strategy, geopolitical risks, and more.

The first section covers points the Company should be careful of when investing. He 
explains the four lessons learned from investment failures and that the Company is 
taking through measures to ensure a careful approach from the first stages of 
considering an investment by regularly sharing the four lessons across the major 
Companywide meetings.

In the second part, he explains the Companyʼs DX, citing real-world examples. The 
aim is not to build an industry-wide platform; rather, we take on projects that we 
expect to swiftly contribute to profit while utilizing the existing business foundation 
by such means as optimizing the supply chain and making operations more efficient.

The third section explains that we have made sufficient preparations for dealing with 
potential downside by already incorporating all losses related to the Russia-Ukraine 
situation into the FYE 2023 plan. He also discusses how we will continue to work on 
CITIC from a medium- to long-term perspective.
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In the CAO interview, the key topic is “taking various frontline-focused measures to 
turn words into accomplishments.” The message lays out various measures related to 
work-style reforms, sustainability and human resource strategies.

The first section is based on the results of the engagement survey. He explains the 
key points of the second stage of work-style reforms to adapt to the diversification of 
values among young employees and female employees. He also provides an 
overview of the Companyʼs aim of creating a “challenging but rewarding corporate 
environment.”

In the second part, he explains the story behind the Companyʼs first Sustainability 
Briefing. Basically, he wants analysts and institutional investors to understand that 
our work-style reforms will enhance labor productivity and corporate value as well as 
help reinforce the Companyʼs sustainability.

In the third part, he mentions that ITOCHU has received high marks in major 
company rankings among job-seekers. He also talks about the kind of human 
resources the Company is seeking and our specific tactics for talent acquisition.
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Next, starting with our response to changes in the external environment, I will 
explain the Companyʼs ability to respond to the current uncertain business 
environment and provide some updates on developments with ESG-related topics 
since the publication of Annual Report 2022.
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As I explained earlier, ITOCHU organized the report from an investment decision 
perspective using a corporate value calculation formula. In the section on response 
to changes in the external environment, we explain our specific responses through 
content on two elements of the corporate value calculation formula: increasing our 
growth rate and lowering the cost of capital.

14



In FYE 2022, due to the unprecedented degree of uncertainty in the business 
environment, companies are being called on more than ever to strengthen 
governance and to promote sustainability.
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We lay out our recognition of changes in the external environment in the form of a 
PEST analysis.

In the PEST analysis, from a medium- to long-term perspective, we present risks and 
opportunities in our businesses regarding macroenvironmental factors, such as 
responses to the SDGs and geopolitical risks by 2030, as well as their degree of 
impact.

In addition, we identify the non-financial capital affected by each 
macroenvironmental factor.
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The PEST analysis is also incorporated as a key element in the “merchant” business 
model, which is a characteristic highlighted in our annual report.

As shown on the “merchant” business model page, when working to create a 
business, we first identify changes in the external environment and then recognize 
risks and opportunities in the business environment surrounding the Company.

From the next page, I will explain how ITOCHU has worked to address changes in 
the external environment and risks.
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These five points are the major changes in the external environment that occurred in 
FYE 2022. The four points in red text are the Companyʼs responses detailed in the 
annual report.
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First, based on changes in the external environment, I will explain our 
“Countermeasures for Business Risks and Other Risks.” 

In Annual Report 2022, we do not explain all risks comprehensively. We focus our 
explanation on the three risks the market is most concerned about based on the 
current external environment.

These are, namely, risks associated with cost increases in the consumer sector; 
country risks, including those for Russia and China; and risks associated with the 
Groupʼs information security.

Now, I will move on to sustainability-related content, including climate change.
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First, I would like to go over GHG emission reductions.

We are steadily working to completely withdraw from thermal coal interests in line 
with the commitment we announced in January 2021. After selling our interests in 
the Drummond thermal coal mine in Colombia, we achieved our target of 50% 
reduction in GHG emissions from fossil fuel businesses and interests compared with 
FYE 2019 ahead of schedule.

In light of global inflation caused by the pandemic and the Russia-Ukraine situation, 
we will proceed with heightened caution but steadfastly maintain our medium- to 
long-term policies.

In addition, in the medium-term management plan, we set out to achieve zero GHG 
emissions with offsets by 2040 and net zero by 2050. We are also considering 
formulating a roadmap to the achievement of these goals with an eye toward 
disclosing Scope 3 emissions and applying for verification under the SBT initiative.

We are moving forward with preparations, specifically engagement with suppliers 
and customers as well as collecting and analyzing scenarios and forecasts created by 
the Japanese government, international organizations, industry associations and 
individual companies.
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Next, I will explain our expanded disclosures based on the TCFD recommendations.
The TCFD is becoming more important year after year, and we expanded the related 
disclosures in Annual Report 2022.

One specific way we expanded disclosure was by including a diagram of our climate 
change governance system. The TCFD framework recommends explaining in detail 
how supervisory function and executive function relate to climate change issues, and 
we included content that meets the level required in the individual guidance.
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In addition, we expanded scenario analysis disclosure.

The Company was relatively early in carrying out scenario analyses in line with the 
TCFD recommendations, starting in 2018, and has disclosed the results of the 
analyses since then. When we began these efforts, the below 2-degree scenario was 
our main scenario, but we plan to disclose data based on the 1.5-degree scenario 
going forward.

In addition, physical risks are important to ITOCHU because of its businesses in food, 
wood and pulp. We therefore conduct and disclose the results of 4-degree scenario 
analyses for the pulp and Dole businesses, for which the effects of physical risks are 
significant.

We are currently expanding the businesses for which we conduct scenario analyses. 
We plan to disclose the results in the Annual Report and ESG report published in FYE 
2024.

Specifically, for these analyses, we selected iron ore, chemicals, automobiles, feed 
and grains with reference to the four non-financial sectors potentially most affected 
by climate change identified by the TCFD, namely energy; transportation; materials 
and buildings; and agriculture, food, and forest products.
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I will next explain clean-tech businesses that contribute to emission reductions.

ESG evaluation organizations refer to businesses that contribute to emission 
reductions as clean-tech businesses.

To achieve offset zero by 2040, we need to proactively promote clean-tech 
businesses, and we explain specific targets and case studies concerning these 
businesses in the annual report.

ITOCHU has set specific targets for renewable energy, ammonia, energy storage 
systems, energy-from-waste power generation and more. In addition, on pages 
about businesses of division companies, we explain specific examples of ways we 
contribute to the SDGs and have enhanced relevant initiatives.

For example, we highlight an energy-from-waste plant in Dubai for the Machinery 
Company; efforts to build value chains for sustainable aviation fuel and renewable 
diesel for the Energy & Chemicals Company; and an investment in a soybean 
processing plant̶which is expected to be used for biofuels̶for the Food Company.
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Next, looking at ESG disclosure outside of climate change, I will explain how we 
expanded disclosures related to human rights.

We expanded disclosure because, alongside climate change, it is one of the most 
important ESG themes.

In particular, calls have been growing recently for human rights due diligence, and 
we explained our efforts conducted in 2020 and 2021 in this area for the Food 
Company and the Metals & Minerals Company.

We are currently conducting human rights due diligence in the Textile Company, a 
new field, and are expanding the scope of these efforts.
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Regarding supply chain and sustainability surveys, by including region-specific data 
using a map, we were able to visually convey the status of implementation and the 
number of surveys conducted in a clear and direct manner.

Furthermore, in light of the growing number of procurement policies for individual 
product types that we have created to ensure responsible procurement, we included 
a list of all such policies.

In addition, we joined the engagement and remedy platform JaCER in October 2022. 
We have begun accepting reports of violations or suspected violations of international 
conduct standards, national standards within various countries, and other standards 
from stakeholders in the supply chain.

In this way, we have built a grievance mechanism structure for ITOCHU ahead of 
others in the industry.
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Next, I will explain our human resource strategy.

Since the outbreak of COVID-19, new work-styles and life-styles have been taking 
root. Based on the results of an engagement survey conducted in FYE 2022, ITOCHU 
has introduced measures with a particular focus on the diversifying values of young 
employees and female employees as the second stage of work-style reforms.

By introducing these new measures, we are working to enhance employeesʼ 
motivation and drive to contribute as well as to improve labor productivity and, 
ultimately, enhance corporate value. We used a diagram to show how this, in turn, 
helps secure excellent human resources, forming a positive cycle.
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I will now go over the Womenʼs Advancement Committee, which was established in 
October 2021.

Amid rising demand to ensure diversity in corporate core human resources due to 
the revised Corporate Governance Code, we established the Womenʼs Advancement 
Committee as an advisory committee to the Board of Directors to accelerate support 
for womenʼs advancement.

On this page, outside director and committee chair Atsuko Muraki explains in detail 
the specific content of committee discussions and policies going forward.

This concludes my explanation of our responses to risks.
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Next, I will explain the business opportunities based on changes in the external 
environment, and specifically, how ITOCHU is working to create businesses.

In the introduction, we highlighted the key phrase “ability of self-transformation.” 
This yearʼs special feature takes up the topic of transforming the business model and 
lays out the Companyʼs story of stable growth.

As specific examples of business transformation by shifting to a market-oriented 
perspective, which is a basic policy of the medium-term management plan, we talk 
about FamilyMart, the ICT & Financial Business Company, YANASE & CO., LTD., 
DESCENTE LTD. and Hitachi Construction Machinery Co., Ltd. Specific examples of 
“Enhancing our contribution to and engagement with the SDGs through business 
activities,” the planʼs other basic policy, include a distributed power platform, 
subcontracting, energy storage systems, and the natural rubber and tire businesses.

Furthermore, in light of the growing importance of non-financial capital, we created 
new content about how each specific example spurs transformation in combination 
with internal capital and external capital.
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Finally, I will explain the annual report and issues the Company faces in FYE 2024 
and beyond.
We will need to continuously work on the five issues outlined on this slide even amid 
an uncertain business environment. While continuing dialogues with stakeholders, we 
will continue searching for ways to address each issue.

As for the presentation of specific results of long-term initiatives with the CITIC and 
CP Group, we have not changed the positioning of these initiatives as long-term, but 
we will need to present specific strategies and results in line with market 
expectations going forward.

Regarding more detailed explanation of the strategic significance of owning and 
increasing stakes in listed Group companies, we will continue to explain the strategic 
importance of owning each listed Group company, including case studies of past 
examples.

Next, I will talk about Scope 3 disclosures. The business model of general trading 
companies is characterized by basically not manufacturing things. Although there is a 
limit to how much we ourselves can reduce GHG emissions related to products 
handled in trading, because such products are subject to Scope 3 disclosures, we 
need to seriously consider how to reduce these emissions. In short, we face a 
dilemma: as the amount of products handled expands, profit increases, but so do 
GHG emissions. In terms of comparability, we need to consider the disclosure of 
other general trading companies and are currently studying methods of disclosure 
that will not be overly focused on numbers.
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As for explanation of our policy and discussion content related to succession plans for 
top management, although it is an extremely difficult issue, we recognize that it is a 
topic of great interest to the market. Going forward, we will therefore continue to 
study possible ways of explaining this topic. 

Finally, I will go over cash allocation in an uncertain business environment. Currently, 
many companies are struggling to figure out how to ensure both profit growth and 
expanded shareholder returns moving forward. As we look to raise our credit rating 
from Moodyʼs, there is no change in our policy to balance the three factors of 
shareholder returns, growth investments, and controlling interest-bearing debt. In 
particular, regarding shareholder returns and growth investments, going forward, we 
recognize that we need to continue communicating the Companyʼs policies while 
keeping a watchful eye on the business environment and considering market opinions 
and expectations.
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