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Our Strategies

We are striving to create even greater value by uti-

lizing our core competencies and exerting our

integrated corporate strength. Expanding further

our value chains that stretch upstream and down-

stream in each of our business fields, and spread-

ing out globally those business models that are

profitable, we continue to widen our business

base where we can leverage our strength. This

does not imply that we are simply expanding our

business base. New business plans are strictly

examined from perspectives such as profitability,

risk, and strategy. In addition, our business portfo-

lio is being reviewed at all times with an eye to

monitoring the progress of our growth strategy

and the status of each business. These approach-

es are leading to the expansion of our business

base as well as the improvement in the quality of

our portfolios. 
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* The risk-adjusted return ratio (RR) is a measure of the profitability of a business 
against the risks involved in it. It is calculated as a fraction whose numerator is the 
return on the business as measured by the consolidated net income (after taxes)  
during an accounting period, and whose denominator is the value of the maximum 
losses that could be incurred if all the potential risks were actually to occur during 
the same period ("risk-adjusted assets").
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FY1999-FY2006 Performance and Targets
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Net Income (left)　　　　

Risk-Adjusted Return Ratio (Two-year average) (right, %) 

Debt-Equity Ratio (Net) (right, times)

Basic Profit (left)*
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* Basic Profit = (Gross profit - Selling, general and adminstrative expenses - Interest expenses,   
    net of interest income + Dividends) x (1-Tax rate) + Equity in earnings of  
  associated companies, net (Tax rate was 42% for the years through fiscal 
  year 2003, and 41% for fiscal year 2004 and after)

（less than 
 3.0 times） 

7.5%

Our Achievements to Date

Through the Reform Package from fiscal year

1999 and the Step Up Plan from fiscal year 2001,

Sumitomo Corporation has succeeded in height-

ening profitability by selecting and replacing busi-

nesses while maintaining its asset scale. In the AA

Plan from fiscal year 2003, by actively investing in

profitable assets, we attained a risk-adjusted

return ratio of 8.2%, exceeding our shareholders’

capital cost of 7.5%. Furthermore, while aggres-

sively expanding our assets on the one hand, our

financial position improved further as a result of

accumulated profits and the issuance of new

shares in July 2004. We will continue to maintain

financial soundness while carrying forward our

growth strategies.
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Domestic Regional Business Units and Offices

FY2004
Basic Profit

110 Billion yen
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Transportation & Construction Systems
Automobile-related value chain, 
Construction equipment, Ships

Metal Products
Steel sheet, Steel pipes SCM, Primary aluminum

Consumer Goods & Service
Fresh foods, Food supermarket, 
Fertilizer, Lifestyle-related business

Materials & Real Estate
Tires, Lumber & building materials, 
Real estate funds & urban redevelopment projects, 
Office buildings & retail facilities leasing, 
Condominium sales

Overseas Subsidiaries and Branches

Financial & Logistics
Commodity trading, 
Direct investments & fund investments, 
Value-added logistics network

Machinery & Electric
Investments in IPP/IWPP projects, Power plant EPC, 
Energy-saving & eco businesses

Media, Electronics & Network
Cable TV, Programming & content, 
IT solutions, EMS, Mobile communications

Chemical
Basic chemicals, Electronic & performance chemicals, Life science

Mineral Resources & Energy
Copper, Gold, Coal, 
Oil, Gas, LNG, Carbon 

Basic Profit and Strategic Fields, by Segment  

* Corporate and Eliminations (-0.5%) is not shown in this graph.

Risk-adjusted Return Ratio/Risk-adjusted Assets Targets, by Segment

*  The starting points and the middle points of the arrows indicate results of the Step Up Plan and AA Plan 
respectively, while the ending points of the arrow indicate targets for the AG Plan. Risk-adjusted assets 
are as of the end of each plan, and risk-adjusted return ratios are two-year averages for each plan.
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Risk-adjusted Assets (Billions of yen)
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Our Business Structure

We operate in diverse business fields and regions through nine Business Units as well as domestic and overseas regional segments. For each

segment, we select and cultivate core businesses. The strength of our business portfolio lies in the establishment of a well-balanced earnings

base. Through the various pillars of profit, we are able to maintain stable earnings even under a fluctuating business environment.

Our Current Target
In securing profitability that covers shareholders’ capital cost, our current challenge is the expansion of our business base to create greater

value. From fiscal year 2005, through the implementation of our new medium-term management plan, the AG Plan, we will continue to review

our business portfolio and aim to achieve a risk-adjusted return ratio of over 7.5% in all Business Units. For those that are already achieving high

profitability, we will accelerate the expansion of our business base in anticipation of further future growth. Under the AG Plan, we are planning to

increase risk-adjusted assets by ¥340 billion in two years, and expecting a two-year average risk-adjusted return ratio of 10.2%.

AG Plan Targets

• Risk-adjusted return ratio: 
Over 7.5% (each year)

• Net income: 
230 billion yen (two-year total)

FY2005 110 billion yen

FY2006 120 billion yen
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