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Greetings, I am Hirotsugu Kato, general manager of MARUI 

GROUP’s IR Department. 

 

I will be explaining MARUI GROUP’s performance in the six 

months ended September 30, 2018  and the Company’s 

forecasts for the fiscal year ending March 31, 2019. 
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On this slide, you will see highlights from our performance in 

the six months ended September 30, 2018. 

As the first of the four points I would like to highlight, we 

achieved substantial growth in earnings per share (EPS), which 

reached a record high. 

As the second point, revenue was up for the first time in four 

years, and operating income also increased. 

The third point pertains to our efforts to improve asset 

efficiency. To this end, we liquidated revolving payment 

receivables, which led factoring accounts receivable to increase 

to ¥96.1 billion. 

The fourth and final point is that we instituted an upward 

revision to our full-year forecasts in order to reflect six-month 

performance. 
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I would now like to discuss our performance in a little more depth. 

EPS, one of our key performance indicators for consolidated 

performance, increased 38% year on year, reaching a record high 

of ¥56.9. This accomplishment was a product of income growth in 

the six months ended September 30, 2018, as well as the benefits 

of capital measures instituted as part of our efforts to achieve our 

targeted balance sheet. 

Consolidated revenue was buoyed by the substantial growth of the 

FinTech segment, increasing 7%, to ¥123.3 billion. 

Coupled with the improvements in operating income and net 

income attributable to owners of parent achieved for the fourth 

consecutive year, we were thus able to boast six-month increases 

in both revenue and profit for the first time in four years. 

Furthermore, progress toward our full-year target for operating 

income was slightly higher than in the previous equivalent period. 
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As I just stated, the figure of ¥56.9 for EPS represented a new 

record high, breaking the previous record, which was set in the 

six months ended July 31, 1990, back during Japan’s bubble 

period. 

Accordingly, we were able to surpass a record that has held 

firm for nearly 30 years. 
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Next, I would like to talk about segment performance. 

The transition to shopping centers and fixed-term rental 

contracts made large contributions to profit in the Retailing 

segment, and operating income in this segment jumped 71% 

year on year, to ¥4.7 billion, as a result. 

The FinTech segment, meanwhile, enjoyed a 17% increase in 

operating income, to ¥17.8 billion, on the back of ongoing 

growth in card shopping transactions. 

Expenses accounted for under “eliminations/corporate” rose 0.7 

billion due to substantial increases in personnel and R&D 

expenses associated with new business development. 

Nonetheless, consolidated operating income rose 25%, to 

¥19.8 billion, thanks to the strong income growth in the 

Retailing and FinTech segments. 
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On this next slide, we will look at some of the extraordinary factors that affected 

operating income in the six months ended September 30, 2018. 

As explained at the results briefing for the fiscal year ended March 31, 2018, held 

in May of this year, we have been moving ahead with the liquidation of revolving 

payment receivables to improve asset efficiency, which led us to record a ¥4.2 

billion gain on the transfer of factoring accounts receivable. 

Meanwhile, the amount of interest repayment was in line with our forecast in the 

period under review. However, the downward trend in interest repayments 

received, an indicator designated for advanced monitoring,  has begun to slow, 

prompting us to revise our interest repayment forecast and record an additional 

¥2.5 billion as a provision for loss on interest repayment. 

At the same time, expenses of ¥0.6 billion were recorded to reflect the adoption 

of the sized-based business tax at Epos Card Co., Ltd., effective April 1, 2018. 

Business taxes for Epos Card were down ¥0.2 billion year on year when including 

the amount that was recorded as tax expenses up until the fiscal year ended 

March 31, 2018. 

These extraordinary factors had the combined effect of boosting operating 

income by ¥1.1 billion. The remaining ¥2.8 billion worth of growth in operating 

income, an impressive figure, represents an improvement in our fundamental 

earnings power stemming from operating income increases of ¥2.0 billion in the 

Retailing segment and ¥1.5 billion in the FinTech segment.  
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This slide details our consolidated balance sheet. 

Factoring accounts receivable reached ¥96.1 billion in 

September 2018, following the liquidation of ¥25.8 billion 

worth of revolving payment receivables conducted in 

September. 

The ratio of liquidation increased by 3.0 percentage points, to 

14.7%, representing smooth progress toward the level of 25% 

we are targeting over the medium term. 
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This slide offers a look at cash flows. 

Viewed from the perspective of cash flows, the increase in the 

liquidation of receivables enabled us to limit the rises in 

operating receivables and interest-bearing debt to around 

¥16.0 billion, contributing to higher capital efficiency. 
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Here, you will see our full-year forecasts for the fiscal year 

ending March 31, 2019. 

Based on our performance in the six months ended September 

30, 2018, we raised our forecasts for EPS, by ¥4.5 to ¥114.4, 

and for return on equity, by 0.3 percentage point to 8.9%, to 

reflect income growth. 

In addition, upward revisions of ¥1.0 billion were instituted to 

the full-year forecasts for operating income and net income 

attributable to owners of parent. 
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On this slide, you will find the segment forecasts that form the 

basis for the consolidated performance forecasts. 

In the Retailing segment, the forecast for operating income was 

raised by ¥0.5 billion to account for the higher-than-anticipated 

income improvements from the transition to shopping centers 

and fixed-term rental contracts. 

Meanwhile, the forecast for operating income in the FinTech 

segment was raised by ¥1.5 billion in reflection of the 

aforementioned gain on the transfer of factoring accounts 

receivable and provision for loss on interest repayment, which 

were not incorporated into our initial forecasts. 

Expenses accounted for under “eliminations/corporate” are now 

expected to be ¥1.0 billion higher than originally forecast due to 

the incurring of additional expenses for new business 

development. 

In total, these revisions equate to a ¥1.0 billion increase in the 

full-year forecast for consolidated operating income. 
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The last topic I will be discussing is shareholder returns. 

We are planning to issue an interim dividend of ¥23 per share 

and a full-year dividend of ¥47 per share. 

With this, I conclude my portion of today’s presentation. 
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Hello, my name is Hiroshi Aoi, and I am the president of MARUI 

GROUP. 

I would now like to begin our look at MARUI GROUP’s progress 

under the medium-term management plan. 
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The topics we will be discussing are as shown on this slide. 
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I would like to begin by talking about the transition to shopping 

centers and fixed-term rental contracts. 

The fiscal year ending March 31, 2019, marks the final year of 

the five-year plan for transitioning to shopping centers and 

fixed-term rental contracts that we kicked off in the fiscal year 

ended March 31, 2015. 

Thanks to your support, we have made smooth progress in this 

transition, accomplishing 96% of our plan as of September 30, 

2018. 

We expect to be able to complete this plan by the end of the 

fiscal year, as originally scheduled. 

Income improvements from this transition amounted to ¥1.3 

billion in the six months ended September 30, 2018, and we 

project that income improvements will come to ¥1.9 billion on a 

full-year basis. 
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With this slide, we will look at our future outlook for the 

transition to shopping centers and fixed-term rental contracts. 

In the fiscal year ending March 31, 2021, the final year of the 

medium-term management plan, we anticipate that the total 

amount of floor space converted during the transition will reach 

roughly 231,000 m2, 26,000 m2 higher than originally planned. 

This change in plan is a result of a greater amount of stock 

space being converted to sales floor space than had been 

initially expected. 

Even after the transition is completed, we anticipate that about 

7% of total floor space will be inactive at any given time due to 

periodic replacement of fixed-term rental contract tenants. 
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In conjunction with the completion of the transition to shopping 

centers and fixed-term rental contracts, MARUI GROUP looks to 

develop the stores of the future. 

This undertaking will entail a departure from stores focused on 

sales to be achieved through the transition to shopping centers 

and fixed-term rental contracts. We are committed to breaking 

away from the restrictions of this prior approach so that we can 

more freely develop stores that address the changes in 

customer needs to be seen over the medium-to-long term, such 

as the shift from the consumption of goods to the consumption 

of experiences, the move away from ownership to use, and the 

union of online and physical venues. 
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Specifically, we look to increase the number of stores that 

provide experiences and communities like Apple Store Shinjuku 

and lululemon. 

With this goal in mind, we will proactively develop and 

introduce tenants that follow in the examples of these stores. 
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We also plan to help grow the sharing economy, which is seeing 

rising support from millennials and Generation Z.  

As part of our sharing economy initiatives, we launched DRENI, 

a directly operated dress rental shop, in fall 2018. This store 

has already earned significant praise from customers. 
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Our sharing economy initiatives are not limited to the sharing of 

goods, but rather include the sharing of spaces. 

For example, we have begun introducing shared office spaces in 

Soka Marui and Shizuoka Marui. 
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MARUI GROUP is also developing new business models through 

the union of online and physical venues. 

We seconded employees to BASE, Inc., a partner and an 

investment, in April 2018 to accelerate initiatives on this front. 
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In addition, the Company is expanding its operation contracting 

business, which was responsible for GODZILLA Store Tokyo, a 

store opened through collaboration with TOHO CO., LTD. 

In this business, we are leveraging the expertise and staff we 

have cultivated during the course of developing directly 

operated sales floors and private brand products to broaden the 

range of experience-oriented stores, for which demand is 

growing. We operate on a contract basis through collaboration 

with an expanding range of companies. 
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In addition, we are differentiating our stores from existing 

commercial facilities and department stores by increasing the 

range of stores with food vendors on entry floors, an initiative 

originally implemented at Hakata Marui that won praise from 

customers of all ages and genders. 
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This slide provides information on MARUI GROUP’s e-commerce 

operations. 

Our e-commerce operations have enjoyed an upward trend in 

revenue since the fiscal year ended March 31, 2016. This 

profitability continued in the six months ended September 30, 

2018, with a 7% year-on-year increase in total e-commerce 

transactions, which are forecast to reach ¥25.0 billion on a full-

year basis. 
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Next, here is some information about card shopping 

transactions. 

Card shopping transactions at Epos Card Co., Ltd., have 

continued to experience strong growth with an average annual 

growth rate of 19% over the past 10 years, greatly exceeding 

the 7% industry average over the same period. 

Card shopping transactions were up 16% in the six months 

ended September 30, 2018, and we project full-year 

transactions of ¥1,870.0 billion. 
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The strong growth in card shopping transactions has generated 

consistent increases in the FinTech segment’s operating income 

of between ¥3.0 billion and ¥4.0 billion each year since the 

fiscal year ended March 31, 2015. We project a ¥4.7 billion 

increase in operating income in the FinTech segment in the 

fiscal year ending March 31, 2019. 

26 



As for the number of new card applicants, an area where we 

have failed to meet our target for two consecutive years, we 

expect to achieve our target of attracting more than 800,000 

customers for the first time in the fiscal year ending March 31, 

2019, thanks to the support of our stakeholders. 
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Specifically, we are projecting 820,000 new card applicants, an 

increase of 70,000 from the previous fiscal year. This figure will 

largely be the result of the smooth progress of our strategically 

accelerated initiatives in the Internet and experience fields. 
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This slide provides information on service revenues. 

Increases in service revenues are being pursued with the goal 

of improving return on invested capital in the FinTech segment. 

In this area, strong growth has continued for revenue from 

rent guarantees, with average annual growth of 30% over the 

past five years. 

Service revenues are forecast to total ¥6.4 billion in the fiscal 

year ending March 31, 2019, and we will target service 

revenues of ¥10.0 billion or more in the fiscal year ending 

March 31, 2021. 
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I would next like to talk a little about tsumiki Securities Co., Ltd. 

In the two months since this company started offering its 

services, applications were received from more than 5,000 

customers. 

Of these applicants, nearly 90% were in their 40s or younger, 

and 60% had no prior investment experience. In this manner, 

we were able to effectively achieve our goal of attracting 

younger generations, first-time investors, and other individuals 

who are generally excluded from the services of existing 

financial institutions. 
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In addition, the three fund management companies partnered 

with tsumiki Securities filled the top three slots in a recent 

ranking of financial institutions with high ratios of customers 

enjoying positive returns, announced by the Financial Services 

Agency. This ranking was based on common, comparable key 

performance indicators. 
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We also opened a tsumiki Securities pop-up store in Yurakucho 

Marui in mid-October 2018. 

This store helped stimulate interest in tsumiki Securities among 

shopping customers and also saw visits from customers that 

had become interested in this company’s services through the 

Internet and that wanted to receive face-to-face consultation. 

The pop-up store was thus successful in forming contacts with 

a wide variety of customers. 
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Furthermore, MARUI GROUP has been holding events led by 

fund management company representatives and financial 

planners on the upper floors of Yurakucho Marui. 

We hope to continue utilizing distinctive promotion campaigns 

that take advantage of stores to expand the customer base for 

tsumiki Securities’ services going forward. 
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The last point to be discussed pertaining to the progress of our 

medium-term management plan is environmental, social, and 

governance (ESG) topics. 

In July 2018,  MARUI GROUP became a member of RE100, an 

international initiative that advocates commitment to sourcing 

100% renewable power. We then issued the first green bonds in 

Japan to be used 100% for renewable power in October. 

Furthermore, the Company was once again selected for 

inclusion in the Dow Jones Sustainability Asia Pacific Index while 

also being chosen, for the first time, to be included in the Dow 

Jones Sustainability World Index. 

Just 10 retail-sector companies have been selected for inclusion 

in the Dow Jones Sustainability World Index from around the 

world, and MARUI GROUP is the only Japanese retail-sector 

company to be chosen. 
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I would now like to explain our directives for the future based 

on input that we have received during the course of 

engagement with investors. 
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Specifically, there are two points I would like to touch on. 
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The first is the potential impact of the trend toward cashless 

payments on the credit card business. 

We frequently receive questions from investors with regard to 

two concerns: the potential for reductions in affiliate 

commissions and the risk of credit cards being replaced by 

smartphone payments.  
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Let me talk first about the potential for reductions in affiliate 

commissions. 

Investors are harboring concerns over the possibility of credit 

card affiliate commissions being reduced over the medium-to-

long term. These concerns were exacerbated by newspaper 

articles, published in October 2018, detailing requests for the 

government to lower credit card fees. 

Investors have also voiced concern that the spread of 

smartphone payments may place downward pressure on 

affiliate commissions. I would like to explain MARUI GROUP’s 

views regarding these concerns. 
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I will begin my explanation by talking about the unique earnings 

structure of MARUI GROUP’s credit card business. 

Around 70% of earnings in the standard credit card businesses of 

banks and nearly 50% of the earnings of the businesses of retail 

credit card providers come from affiliate commissions, making 

these commissions a central pillar of earnings. For us, however, 

this ratio is less than 30%, creating an earnings structure that is 

practically the inverse of that of standard credit card businesses. 

This unique earnings structure is a result of high usage of 

revolving and installment payments and cash advances  as well as 

the fact that we specialize in issuer work, performing almost no 

acquirer work. 

Our view on the concern for the possibility of affiliate commission 

reductions is framed by this structure and how any reductions that 

do occur will have only a limited impact on our operations when 

compared to the impacts to be felt by other companies. 
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Next, I would like to discuss the actual amount of impact should 

affiliate commissions be reduced. 

We prepared the diagram on this slide based on the Ministry of 

Economy, Trade and Industry’s Cashless Vision. 

The report about requests for the government to lower credit 

card fees likely refers to the commissions of over 3% paid by 

affiliates to acquirers based on contracts, as shown in this 

diagram. 

Acquirers will be the party that is directly impacted by 

reductions to these commissions, but these reductions are also 

expected to have some impact on issuers. 
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For us, such reductions will affect transactions at restaurants 

and small to medium-sized retailers, which amount to 

approximately ¥200.0 billion a year. 

If commissions were to be reduced by 1%, these transactions 

would suffer a reduction of 0.5%, as the effect would be split 

between MARUI GROUP and acquirers. This would equate to a 

small ¥1.0 billion decrease in revenue. 
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Next, I would like to talk about the risks associated with the 

spread of smartphone payments. 

Investors often pose questions about the risk of credit cards 

being replaced by smartphone payments. 

One of the factors creating concern for this risk is associated 

with the example set by the spread of smartphone payments in 

China. Another is the established belief that the entry of IT 

companies into payment and financial services businesses will 

disrupt traditional financial services businesses and that this 

trend is inevitable. 
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First, I will discuss the example set by China. 

Smartphone payments conducted through payment applications 

are spreading in China. I previously went on a trip to research 

this market. Only a small portion of stores, namely those 

catering to tourists from abroad, allowed customers to pay 

using credit  cards. The vast majority of stores did not allow for 

payments to be made with credit cards. 

However, a representative from a Chinese bank let me in on a 

secret that was not readily apparent at stores. 

As you can see in this diagram, although the interface used to 

make payments via smartphones is payment applications, these 

applications are linked to credit cards, debit cards, or accounts 

charged with e-money. Moreover, it would seem that 

approximately 60% of payments via smartphone applications in 

China are made using credit cards. 
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This high ratio of payments made using credit cards is likely a 

result of consumers choosing their method of payment based 

on the amount of the transaction. 

This slide details the results of a survey conducted in Japan. 

The average transaction amounts by payment option in Japan 

are ¥1,200 for prepaid cards, ¥2,700 for debit cards, and 

¥4,200 for credit cards. As seen in these figures, consumers are 

more prone to use credit cards as transaction amounts grow 

larger due to the ability to delay payment dates and accrue 

points. 
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Please look at the diagram on this slide. 

This diagram is an updated version of the one we showed you at 

the results briefing for the fiscal year ended March 31, 2018, held 

back in May. 

In Japan, payments using Apple Pay, Mobile Suica® , and other e-

money services are becoming more common, driving an increase 

in credit card payments made via smartphones. 

In fact, the amount of EPOS card transactions conducted through 

smartphones in the six months ended September 30, 2018, was 

up 120% year on year. In the diagram, the gray-lined portion 

extending down and to the right of the middle, ¥5,000 line 

represents credit card payments through smartphones. 

Looking ahead, the bottom left-hand quadrant of this diagram will 

be an area of focus for MARUI GROUP. This area represents small-

sum transactions at small stores made using QR payments. 

We aim to advance into this large market with EPOS Pay, a QR 

code payment service linked to EPOS cards. 
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Initially, EPOS Pay will use a scheme in which affiliates display 

QR codes to be read by smartphones. 

This scheme will make it easier for affiliates to introduce this 

service as it will eliminate the need to install payment terminals, 

and subsequently the associated costs. 
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The market for small-sum transactions at small stores has a 

scale of ¥9.0 trillion. If we assume a share of 2.7% in this 

market, the same as EPOS card’s current share of the credit 

card market, it can be expected that EPOS Pay could see 

transaction volumes of up to ¥2.4 trillion. 

In this manner, the spread of smartphone payments represents 

an opportunity for MARUI GROUP, as opposed to a threat, and 

we anticipate that the benefits of this opportunity will come to 

exceed the current level of credit card transactions. 
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Moving on, I will next talk about our policies for future growth 

strategies and corporate value improvement. 
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Our future growth strategies can be largely divided into two 

categories: the development of new businesses and the 

promotion of digitization. 
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In regard to the development of new businesses, we have 

earmarked ¥30.0 billion for investments for this purpose in the 

medium-term management plan, and ¥4.8 billion worth of 

these investments has already been decided. 
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Based on our corporate culture encouraging voluntary 

participation, we plan to resume new business competitions and 

to engage in co-creation with investee venture companies and 

other partners in order to accelerate the development of new 

businesses. 
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Next, let me discuss our policies for the promotion of 

digitization. 

Currently, IT companies with foundations in social media and e-

commerce are launching payment services with the goal of 

collecting data for use in participating in the financial services 

field. MARUI GROUP, meanwhile, is taking the opposite 

approach. By digitizing the unique payment and financial 

functions  we have developed thus far, we will pursue the full-

fledged expansion of our FinTech business. 
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To accomplish this objective, we look to transition from physical 

cards to a digital smartphone application. 

Offering a smartphone application for customers to use as a 

payment interface, we will promote a shift from the physical to 

the digital. This shift will enable us to utilize data and artificial 

intelligence to personalize services for individual customers 

while also making it possible to communicate in real time, 

thereby facilitating a full-fledged transition to FinTech. 
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Lastly, I would like to talk about our policies for improving 

corporate value in the future. 

Up until now, MARUI GROUP’s growth has been driven by 

retailing operations based around stores. 

During this period, we primarily operated a flow-based business 

utilizing the fixed assets of stores. 

The transition to shopping centers and fixed-term rental 

contracts, however, has transformed our retailing operations to 

a stock-based business centered around fixed-term rental 

contracts with terms of three to five years. Meanwhile, the 

strong growth of our credit card business has further 

entrenched a stock-based model within our business and made 

for a business structure more oriented toward lifetime value. 
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Going forward, we will move ahead with the liquidation of 

receivables in our credit card business and expand service 

businesses that are not dependent on our balance sheet, such 

as rent guarantees and the business of tsumiki Securities. 

Through these efforts, we look to cultivate new businesses that 

occupy the upper right-hand quadrant of the diagram on the 

right side of this slide. 

Furthermore, we will advance a concerted Group effort to 

heighten return on invested capital and lifetime value and 

thereby improve corporate value. 
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This concludes our presentation. 

We thank you for your attention. 
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