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Overview of Value Creation Framework

1. Operating Model Driving Sustainable Growth

Enhance
Accelerate growth and reinforce 
earnings base across all 
businesses via expansion / 
additional investments

Reshape
M&A, capital strategies and
other initiatives leading to 
business evolution ahead of 
market shifts

Create
New investments / potential synergistic 
effects through joint projects between 
business segments

Integrated
Strengths

Strengthen
Businesses

MCSV

Underlying operating CF: 
average growth of 

10% or more
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Segment 
ROE

Segment-specific ROE 
targets calibrated to sector 

fundamentals.
(Allocation of corporate 

ROE target of 12%)

Drive sustainable 
earnings growth Oversight of Value Creation Framework

Corporate Strategy 2027 Targets and Approach

ROE 
12% or higher (FY 2027)

Net D / E Ratio
Approx. 0.6x

(upper limit)

Cash Flow 
Management 

Strategy
Maintain adj. FCF >0  for 
each business segment

(Corporate Strategy 2027 
3 years cumulative)

Segment underlying 
operating CF

Segment-specific medium 
to long-term targets 
of 10%+ growth in 

underlying operating CF

 We established segment-specific targets for underlying operating CF and ROE across all business segments, backed by our 
cash flow management strategy, to drive both growth and capital efficiency.

 We expect to deliver our overall corporate targets through the operating model below.

• Investment and finance screening and monitoring system
• Business Strategy Committee
• Ongoing management dialogue to drive Enhance / 

Reshape initiatives
• Progress tracking and follow-up

Enhance asset efficiency, 
including divestitures and 

capital recycling
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2 2. Operating Model for Setting and Managing ROE Targets

Target ROE

* Circle size represents scale of capital deployed, reflecting each segment’s risk profile.

…
Core 

Businesses

C to B 
Value Chain

Energy 
Value Chain

Enhancing Corporate ROE through improved 
operational efficiency, MC-specific value-add 
generation, and active capital recycling.

a Business b Business

COE

c Business d Business

12％ or more
（FY 2027）

Segment A
ROE Target

Segment B
ROE Target

Corporate 
Risk-Adjusted COE

Corporate 
ROE Target

Excess Return 
Target

4
Monitoring and 
follow-up to 
achieve each 
segment’s 
targets Calculated as a weighted average of the 

underlying business COE1
Business COE is built 
on industry baselines, 
adjusted for business-
specific exposures, 
including country risk.

12%

Approach for Achieving the Corporate ROE Target

ROE Target-Setting (Illustrative)

Segment A
Risk-Adjusted COE

Segment B
Risk-Adjusted COE

Calculation of 
corporate risk-
adjusted COE

3
Allocation to 
each segment’s 
risk-adjusted 
COE

Note: This diagram presents operations by business area for IR communication purposes. Internally, actual ROE targets are set and monitored at the business segment level.

Reflects business-specific 
exposures, including country risk.

 Automobiles & parts
 Materials
 Consumer finance / financial 

services

 Healthcare equipment & services
 Consumer staple distribution & retail
 Real estate management & 

development 

 Oil, gas & consumable fuels
 Oil & gas storage & transportation
 Utilities

 Food & beverages
 Consumer staple distribution & retail

Mineral 
Resources

Risk-adjusted COE

ROE Target

Excess return target
Average COE by 

industry

Select industries

 Metals & mining
 Trading companies & distribution

Select industries

Select industries Select industries

Allocated excess return target

Risk-adjusted COE

FY2027 ROE Target

2

COE COE COE

 We define the risk-adjusted cost of equity (COE) for both the company and individual segments based on their specific required 
rates of return.

 Segment-specific ROE targets are then set by allocating the excess returns necessary to achieve our corporate ROE target of 
12% or higher.

 We established a monitoring and follow-up process to drive continuous improvement in rates of return across each business in 
line with these targets.

Food & Bio-based
Businesses

Note: : Risk-adjusted COE is a notional figure using average COE by industry, adjusted for business-specific exposures, including country risk.

Select industries
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2 3. Business Management Cycle and Monitoring Process

Investment Screening and Monitoring CS2027: Business Management Cycle

 Individual investment and financing projects are evaluated with strict discipline from both quantitative and qualitative perspectives.
 We review all our investments annually to assess changes in the macro environment, strategic alignment, growth potential and 

capital efficiency. This drives continuous portfolio enhancement through targeted additional investments and active capital 
recycling. 

 Beyond individual project reviews, management conducts annual discussions on each segment’s overarching business strategy 
and quantitative plans to ensure the delivery of our corporate targets.

• Strategic alignment
• Competitive positioning and industry structure
• Value proposition
• Rights and mechanisms to capture synergies

(including contractual provisions)
• Exit strategy etc.

Leverage cross-segment expertise and corporate 
functional insights in the review process

 Qualitative Criteria

ＺKey
Evaluation 

Criteria

All Operating Companies
(as of the end of FY 2025) 

Key Monitoring Indicators

Investment  
Committee

Sourcing

Corporate functions are engaged from the 
early stages to enhance screening quality 

and support disciplined execution

Business 
Plan

(of which identified
for capital recycling)

Approx. 20
companies

Approx.
240

companies

• Earnings and efficiency metrics (ROIC, EVA, etc.)
• KPI performance and calibration
• Growth potential and risk profile etc.

 Under our cash flow management strategy, individual 
segments are empowered to execute investments and 
recycle capital independently, backed by regular 
corporate oversight. 

 Currently, approx. 20 companies are identified for 
capital recycling.

For companies that fall short of COE, exhibit low 
growth, or have reached maturity, we conduct targeted 
reviews of strategic alignment, improvement plans, and 
holding policy.

Under CS2027, we conduct targeted 
“Enhance / Reshape” reviews for key businesses, 

with close management-level follow-up on progress.
Review segment strategies and 
quantitative plans in line with 

corporate policy

Attended by the President and 
CEO, CFO, CSEO, and heads of 
all business segments to align on 
strategy and capture inter-segment 
synergies.

1 Business Strategy 
Committee

Track progress against initial plans, 
assess further upside potential, and 
determine actions where assumptions 
have changed.

3 Ongoing 
Follow-up

Monitor progress on Business 
Strategy Committee initiatives, 

“Enhance / Reshape” plans, 
and key businesses 

Annual Cycle

Business 
plans

(All operating companies)

Review growth strategies 
and KPI alignment with the 
President and CEO and 
senior management. 

2 “Enhance / Reshape”
Reviews

Conduct focused “Enhance / 
Reshape” reviews of 

priorities for key businesses 

 Quantitative Criteria

Establish profitability benchmarks 
by industry and country

• Profitability and investment efficiency
(Enterprise IRR, Equity IRR, etc.)

• Business plan robustness
• Growth potential
• Risk exposure etc.


