
This is President Yanai. I appreciate your taking the time out of your business schedules to 
attend our results meeting. Thank you for your attention.

My comments will be in line with the materials titled FY3/2021 2nd quarter results, and I will 
take questions after my comments.

To start, I would like to present you with an overview of the company’s performance. Please 
turn to page 5 of the materials.
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On the far left side of the table in the “a” column are the figures for FY3/2020 2nd Quarter Results.  
In the “b” column, highlighted in orange and to the right of the “a” column, are the FY3/2021 2nd 
Quarter Results, which we reported today.  In columns “c” through “e” to the right of the “b” 
column are the YOY change, percentage change, and exchange rate effects.  However, the operating 
assets in row 9 is the figure for end-3/2020 and change from the last quarter-end.

Gross profit, in row 2, was down 17.5%, or by 17.1 billion yen YOY, to 80.6 billion yen.  

Jumping to row 4, Recurring incomewas down 40.0%, or by 22.1 billion yen YOY, to 33.1 billion yen.  

Net income, in row 5, was down 36.6% YOY, or by 14.0 billion yen YOY, to 24.2 billion yen.

Row 6, New transactions volume, declined by 294 billion yen YOY, or by 36.9%, to 503.7 billion yen.  
This was due to, in Real Estate, the non-recurrence of multiple real-estate revitalization and real-
estate lease deals posted in the same quarter last year, and the non-recurrence of multiple aircraft 
lease transactions posted last year in Aviation. 

Three rows down to row 9, you can see that the Operating assetsdeclined 46.6 billion from last 
quarter-end, for a 0.9% decline, to 5,201.6 billion yen, due to a 37.3 billion yen reduction caused by 
a 1.82 yen appreciation in the USD exchange rate and reduced volume of new transactions. 

Returning to row 7, you can see the interim dividend per share. We have increased our interim 
dividend per share by 0.25 yen YOY to 12.75 yen per share.  I will explain our dividend together with 
our results forecasts later. 

Please turn to page 6. 
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The waterfall chart explains the increase/decrease in net income attributable to owners of the 
parent.  On the far left of the bar chart, in gray, is the actual YOY figure, 38.2 billion yen, and on 
the far right of the bar chart, in red, is our net income of 24.2 billion yen for the current term.  
The bars in-between show the causes of increases and decreases.

In (1), in the blue bar to the left is gross profit, which declined 17.1 billion yen YOY.  Page 7 
gives a more detailed description, but due to the impact of the spread of COVID-19 pandemic, 
aviation-related earnings were down, and financial expenses were up, owing to fund raising in 
1H ahead of schedule. 

Operating expenses, in (2), increased by 3.0 billion yen YOY.  The net increase was due, on the 
one hand, to a decline in business activities expenses coupled with 4.1 billion yen in expenses 
related to the business integration with Hitachi Capital, announced on September 24.

Credit cost, in (3), were up by 2.3 billion yen YOY.  The reasons for that were bankruptcies by 
airline customers in Aviation and a build-up in allowances to cover deterioration in business with 
airlines.

Extraordinary income/loss, in (4), was up by 3.7 billion yen YOY, on, among other reasons, the 
posting of compensation received accompanying the contribution of real estate assets to the 
redevelopment business, in Real Estate, and on the sale of shares held for strategic purposes.

Tax expenses, in (5), were down 4.3 billion yen, due to a decline in income before income taxes.

On the far right of the bar chart is the total of (1) through (5), or a quarterly net income of 24.2 
billion yen, and a YOY decline of 14.0 billion yen. 

Please continue on, and take a look at page 7.
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It provides a more detailed explanation of the factors for declines in gross profitwhich 
contributed to profit decline the most.

First, 9.4 billion yen of the 17.1 billion yen reduction in gross profits resulting from Aviation-
related Earnings Declinein (1), highlighted in blue on the left, which was affected by the spread 
of COVID-19 pandemic.  The breakdown of that was a decline of 3.0 billion yen in lease revenues 
on the cessation of payments from customer airlines that went bankrupt, and a reduction of 3.3 
billion yen in gains on asset sales due to the marked decline in liquidity in the secondary market 
for aircraft, in addition to a halving of 1.7 billion yen in one-off earnings posted on aircraft engine 
leases in the same quarter last year, among other reasons.

Next, in (2), to the right of (1), is the 3.9 billion yen increase in financial expenses. I explained 
this earlier in May when I discussed full year results.  To reiterate, while there is nothing new 
with respect to MUL, we have been promoting “diversification of funding methods” and 
“liquidity risk management” within the framework of “ALM (Asset-Liability Management),” and 
implementing a financial strategy in line with changes in the financial environment.  In a prompt 
response to changes in the market environment since the start of the year, we moved to raise 
funds necessary for business activities of the entire MUL Group ahead of schedule, focusing on 
lengthening funding, in particular.  Consequently, financial expenses increased by 3.9 billion yen.

The 3.8 billion yen, under others, in (3) to the right, is attributable to the impact of a reduction 
in sales gains on asset sales posted in Environment & Energy and Real Estate in the same quarter 
last year, as well as the removal of Shinko Lease from consolidated accounts.

As a result of the three factors above, quarterly gross profits declined by 17.1 billion yen YOY, to 
80.6 billion yen.

Please proceed to page 9. 
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Here we explain Divisional Net Income/Assets.  Until the last fiscal year, we expressed 
divisional earnings, as a value combining gross profits before excluding financial expenses 
together with equity-method profits and dividend income received.  However, starting with the 
previous medium-term management plan, we initiated the business division system, under 
which we introduced an approach that led to an evolution in strategy by utilizing financial 
information for each customer business and division.  So, from 1Q, we started showing net 
income by division.  Meanwhile, we continue showing divisional earningson pages 10-14, from 
the standpoint of continuity in our financial results reports.

Also, divisional assetsis the value of adding equity-method investments to operating assets, as 
explained in note 1, in the bottom-left.  Please be aware that for assets which generate earnings, 
a portion of them, such as shares held for strategic purposes, are not classified by division, and 
are not included in divisional earnings at this time.

Moreover, we changed the definition of operation assets from the 1Q results to more 
accurately reflect actual business conditions, and retroactively revised last-year end’s figures. For 
more details, please refer to page 20.

The waterfall chart on the left side of page 9 indicates the increases and decreases in 1H for 
each division.  They were up YOY in real estate, thanks in part to the sale of logistics-related 
assets and the previously explained posting of earnings accompanying the contribution of asset 
holdings to redevelopment business, but a decline in income in Aviationand an increase in fund 
raising expenses and expenses related to the business integration with Hitachi Capital included in 
“consolidated adjustment,” which is recorded in the head office account, were the reasons for a 
decline in total income. 

The table on the right summarizes the main causes for increases and decreases in each 
division’s net income together with department/business and the subsidiaries composing each 
division. 

Please proceed to page 10 for a more simple explanation by division. 
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I will start with the Customer Business.  

Quarterly Net Income increased by 0.1 billion yen YOY to 9.7 billion yen, due in part to the 
impact of removing Shinko Lease from consolidated accounts, but also due to a reduction in 
business activities expenses, among other reasons.  Also, divisional assets declined by 109.4 
billion yen, to 2,195.3 billion yen, due to a decline in the volume of new transactions affected by 
the loss of major transactions and restrictions on business activities.

Please proceed to page 11. 
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Next is Aviation.  

This business division includes aircraft leases and aircraft engine leases.  Quarterly net income 
declined by 9.5 billion yen YOY to 3.2 billion yen, and divisional assets increased by 64.6 billion 
yen versus the last quarter end.  The reasons for the increase in divisional assets were the low 
number of aircraft sales, in addition to a temporary stagnation in sales of “Japan-style operating 
leases (JOL)”, to investors in the current environment.  In 1H of FY3/2020, there were thirteen 
new aircraft executions and seven aircraft were sold.  During this 1H, there were six new aircraft 
executions and one aircraft was sold.

Please proceed to page 12. 
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The third is Real Estate.

This business division consists of “Real-estate finance”, including real-estate leases and real-
estate securitization finance, and “Real-estate business”, including real-estate rental business 
and real-estate revitalization investment. 

“Real Estate” quarterly net income increased by 1.5 billion yen to 14.5 billion yen, thanks in part 
to the sale of logistics-related assets.  Divisional assets declined by 6.1 billion yen versus last 
quarter-end, to 969. 9 billion yen, due to a decline in the volume of new transactions resulting 
from the non-recurrence of multiple real-estate revitalization and real-estate lease deals posted 
in the same quarter last year.

Please proceed to page 13. 
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The fourth is Logistics.

This business division engages in mobility services, concentrating on leases for marine 
containers, leases for railway freight cars in the US, shipping finance, and automobiles.  Quarterly 
net income in Logisticsdeclined by 0.5 billion yen YOY to 0.3 billion yen, and divisional assets 
increased by 9.4 billion yen to 530.9 billion yen due to weakening demand and a decline in lease 
earnings in the railway freight car business resulting from the impact of the spread of COVID-19 
pandemic and other reasons.

The fifth, Environment & Energy, concentrates mainly on the renewable energy business, 
particularly in solar power generation. 

Quarterly net income in Environment & Energydeclined by 0.5 billion yen to 2.4 billion yen.  
Electricity sales are improving, as a solar power plant formerly under construction is now 
operating smoothly, but there was also the non-recurrence of gains on the sale of a large 
business last year, which explains the overall decline.

Divisional assets declined 3.3 billion yen versus last quarter-end. 

Please proceed to page 14. 
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The sixth is Healthcare.  

This business division consists of medical equipment leasing and real-estate leases for medical 
malls and other related properties, plus investment funds focusing on hospitals and senior care 
facilities, among others. 

Quarterly net income was flat at 0.3 billion yen and there was no major change in divisional 
assets over last quarter-end.

The seventh is Infrastructure & Investment.  This business division consists mainly of business 
investments in overseas infrastructure and participation in domestic PFI ventures.  The degree of 
contribution to quarterly net income is still low due to expenses front-running earnings, and 
projects that are not yet operating will take a little longer to contribute to earnings.  
Nevertheless, we have positive expectations for this field going forward. 
Divisional assets increased by 5.2 billion yen from last quarter-end due to additional investments 
in Japan Infrastructure Initiative (JII) and other reasons.

Please turn to page 16. 
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You can see our Forecast for FY3/2021.

We had not issued estimates for the current fiscal year due to the difficulty in establishing a 
clear outlook on the business environment, due to, among other factors, difficulty in trying to 
determine when the COVID-19 would come to an end.  The outlook remains cloudy, but in 
comparison with May, we are seeing patches of clarity emerging as economic activity gradually 
bouncing back, both domestically and overseas, assisted by accommodative financial measures, 
which are helping to dampen market risks.  Therefore, we are issuing estimates for consolidated 
earnings and our dividend.

Please look at the bottom of the page.

In the middle of the table, bracketed in pink, are our estimates for FY3/2021, and to the left of 
those are the actual results for FY3/2020.

Our full-year “net income” estimate for FY3/2021 is 50.0 billion yen, a YOY decline of 20.7 
billion yen.

As of May this year, for reference purposes, we calculated net income for this fiscal year at 
around 35.0-40.0 billion yen, calculated from the standpoint of risk management based on a 
tentative scenario under certain circumstances.  Thereafter, measures were implemented to 
address the changing environment, so at this point, we do not see certain risks having the impact 
that we anticipated in May.  In addition, compared with 1H, in 2H, we see a more subdued 
increase in financial expenses for responding to sudden changes in the financial markets and in 
expenses related to the business integration with Hitachi Capital, so we now estimate FY3/2021 
net income at 50.0 billion yen.

Next on the second line in the table is the dividend.  We estimate a dividend of 25.50 yen, with 
a 0.50 yen YOY increase.

Although we expect net income to decline this fiscal year due to the extraordinary 
circumstances resulting from the spread of the COVID-19 pandemic, in terms of shareholder 
returns, we estimate a dividend increase in recognition of our basic policy of maintaining an 
uninterrupted and stable dividend and our track record of having increased our dividend for 21 
consecutive terms.

Please see page 17.
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Here, I will give you a rundown on the status of Aviation and Logistics, two areas flagged in our 
May reference materials as experiencing shockwaves from the spread of the COVID-19 pandemic. 

Looking at Aviation to start, the airline industry was hit hard by the spread of the COVID-19 
pandemic, and forecasts are indicating that passenger traffic on domestic routes will not return 
to 2019 levels until 2023, and on international routes until 2024.  However, looking at current 
trends, the aircraft operating rate for narrow-body aircraft, which fly mainly on domestic and 
short-haul routes, has bounced back to around 70% of the pre-pandemic level. 

Also, from late March, Aviation started receiving many requests from lease customers for 
payment deferments, but in line with operations gradually restarting from May and June, lease 
payments have picked back up.  At this point, we are receiving lease payments from around 90% 
of our customers.  Our aircraft portfolio consists of 90% younger, narrow-body planes.  Also, 
stable cash flows can be expected over a prolonged period due to the long-term nature of their 
leases.  In addition, given the larger number of narrow-body aircraft, which operate on domestic 
and short-haul routes and which renewed their operational levels more quickly than wide-body 
aircraft, which fly long-haul routes, the market liquidity for narrow-body aircraft is better than 
that for wide-body aircraft.  Therefore, compared to wide-body aircraft, it is easier to find 
customers to take on second leases for narrow-body aircraft, or to purchase them outright.  
Lastly, our aircraft portfolio is designed so as to diversify lease expirations.  These factors 
combined mean our ratio of off-lease aircraft currently stands at about 1%, which is unchanged 
from 1Q.

Next, in Logistics, demand for marine containers virtually dried up during March-May, as the 
lack of visibility paralyzed investor sentiment among shippers, but demand is returning 
vigorously together with a recovery in cargo movement since July.  Meanwhile, given that 
railway freight transport volume moves in line with the US GDP, North American demand for 
railway freight carts continues to weaken compared with last year, but has been on a recovery 
track since cratering in July.  

Please move on to page 18.
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Lastly, this page shows the Current Situation and Response under the COVID-19 by Division.

The left-hand side shows the “Current situation” of each division and the right hand side shows 
“Countermeasures.”  Our Medium-term Management Plan establishes directionality for the next 
ten years, looking at changes in external management and business environments and 
megatrends.  While our strategy itself, premised upon our Medium-term Management Plan, has 
not changed, the speed and the degree of environmental change is accelerating under the with-
COVID-19 and after-COVID-19 environments.  We can achieve sustainable growth by responding 
flexibly to environmental changes and to new needs of clients and society, while resolutely 
managing risk. 

That brings my comments to an end.  Thank you for your unwavering support, and I am happy 
to take your questions at this time.

Thank you for listening.
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