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A global logistics partner, Kintetsu World Express had its start in 1948 as a logistics 

operation division of Kinki Nippon Railway Co., Ltd. and later became independent in 1970. 

In September 2000, KWE was listed on Nasdaq Japan, and on the Second Section of Tokyo 

Stock Exchange in May 2002, and subsequently on the First Section in September 2003. 

Today, KWE has established 44 affiliated companies and 9 overseas offices in 31 countries 

that comprise KWE's quadrilateral management system of Japan, the Americas, Europe and 

Africa, and Asia and Oceania, covering 170 major cities and 227 offices around the world. 

It is a global corporation that ranks among the top in the world in sales of international 

airfreight, providing a variety of logistics services to customers around the world.

  KWE, with about 4,013 employees overseas, generates 90% of its operating income from 

transactions overseas. This puts KWE in a unique position among Japan's logistics 

companies. By striving to further integrate its facilities, equipment and other tangible 

features with its services, technology and other intangible features, KWE aims to become a 

global logistics partner leading the times as it offers seamless logistics services.
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Message to Our Shareholders

left right

Toshio Kumokawa
Chairman and 
Chief Executive Officer (left)

Hirokazu Tsujimoto
President and 
Chief Operating Officer (right)

KWE’s Grand Design for the 21st Century

KWE was listed on the Nasdaq Japan market (currently Nippon 

New Market Hercules) at Osaka Securities Exchange in 

September 2000, and on the Second Section of the Tokyo 

Stock Exchange in May 2002, and subsequently on the First 

Section in September 2003. The KWE Group aims to further 

increase its corporate value by adding consistent dividend 

payments as one of its basic policies. We will make every effort 

to bring more profit returns to our shareholders and improve 

performance to increase dividends. 

    The global economic situation surrounding the KWE Group 

continues to undergo dramatic changes in the 21st century. To 

respond and adapt to such changes and to further grow as a 

company, in November 2002, we formulated KWE’s Grand 

Design for the 21st Century. It is a plan to realize our vision of 

where we want to be 10 years from now, taking on a 

consistent direction and strategy that are resilient to both 

external and internal factors in short term or medium term. 

    The Grand Design is our basic view for the next 10 years, 

which also serves as a detailed roadmap to implement KWE’s 

corporate philosophy “To use logistics to generate new value 

and create an optimal environment so that we can contribute 

to the development of global society together with our 

customers, shareholders and employees.” The Grand Design is 

also the framework of our Medium-Term Management Plan.

    More specifically, our basic business strategy is to 1) increase 

profit at our core operation, international airfreight forwarding, 

2) provide advanced logistics services, 3) expand our ocean 

forwarding business, and 4) develop business in the growing 

market of China. To achieve them, we promote our business in 

accordance with our action plan for reforms including plans to 

1) share our customer information across our organization, 2) 

establish our World Headquarters and enhance our planning 

operations, 3) discover and train core talents and specialists, 4) 

build advanced global information technology (IT) functions, 

and 5) enforce strict legal compliance.

    Under this strategy and plan, we at the KWE Group will put 

in group-wide efforts to “select and focus” our operations to 

establish our brand as the Trans-Pacific Leader that earns the 

trust of customers around the Pacific Rim. We aim to build a 

lasting relationship with our customers as their Global Logistics 

Partner.

Fiscal Year Ended March 2003: Story Behind the Favorable 

Results

The world economy in the fiscal year ended March 2003 

continued to be stagnant with the exception of China and the 

rest of Northeast Asia, due to the aftermath of the IT stock 

price drop in the United States, the fear of another terrorist 

attack on the scale of September 11, 2001, and the uncertain 

European economy as reflected by the numerous downward 

revisions of the economic outlook announced by European 

governments.

    The Japanese economy also remained in a recession due to 

concerns on the banking industry caused by delays in 

reforming the economic structure, lack of progress in the 

disposal of bad debts, the falling stock prices and fear of 

prolonged deflation. 

    Despite such an environment, we achieved increased 

earnings and income this fiscal year with our projections being 
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Chairman and 
Chief Executive Officer

Hirokazu Tsujimoto
President and 
Chief Operating Officer

revised upwards. Our operating revenue on a consolidated 

basis increased 5.3% over the previous year to 196,528 million 

yen while our net income this fiscal year increased a significant 

42.7% over the previous year to 2,777 million yen.

    There were two factors contributing to the substantial 

increase in our income. One was the recovery of the Japanese 

export and import airfreight market, which had experienced a 

major slump the previous fiscal year. In the fiscal year ended 

March 2002, the weight of the cargo of our major export 

clients, including those in the high-tech industry, had dropped 

by slightly more than 30%. That weight quickly recovered this 

fiscal year, increasing 33% over the previous year.

    The other factor is the success of the corporate group’s 

business restructuring policy, which we had been working on 

continuously under our “select and focus” strategy. We have 

liquidated six affiliated companies overseas this fiscal year, 

started a new company as a spin off of our domestic freight 

division in October 2002, and consolidated domestic affiliated 

companies, liquidating five.

    As a result of the above, we were able to start off our 

Medium-Term Management Plan by exceeding our goal in the 

fiscal year ended March 2003, which was the first year of the 

plan based on KWE’s Grand Design for the 21st Century. The 

plan’s final year target, in fiscal year ending March 2005, was 

an operating revenue of 240 billion yen and an operating 

income of 8.5 billion yen.

KWE’s Advancement in China

Especially pronounced this fiscal year was the growth of the 

Chinese market where investments continues to pour in from 

outside the country as well as from within. At KWE, we 

position China as our most important sales region. We are 

working to strengthen our comprehensive distribution service 

structure, including logistics operations, by expanding our 

operation bases and distribution facilities in the country. 

Having established our Hong Kong company in 1969 and being 

the first airfreight forwarder to open a representative office in 

Beijing in 1985, we have continued to invest in the expansion 

of our service network in China. As of May 2003, we have six 

affiliated companies and 33 operation bases in China.

    Our efforts to improve our service structure this fiscal year 

included the obtaining of the Grade-One Representative Office 

License by the Shanghai branch of the Beijing Kintetsu 

World Express Co., Ltd. in March 2002 and by the Beijing 

branch in June, and the Ocean Forwarder License by the 

Shanghai, Dalian, Tenshin and Tsingtao branches in September. 

In October, we established our China Development Team in 

Hong Kong to enhance our structure for the rapid expansion of 

our business in China. Also in October, we established the third 

company in China to specialize in logistics, called Dalian 

Kintetsu Logistics Co., Ltd. in Dalian to enhance our presence 

in the logistics business in Northern China.

    Such measures we have taken ahead of our competitors are 

steadily showing results in China, where even within the Asia 

and Oceania region where demand for distribution is high, it 

continues to experience a higher increase in export and import 

volumes due to more investments pouring in and more plants 

being relocated to the country. Our business in China has 

greatly expanded –– especially that of our forwarding business. 

    Going forward, we aim to develop a full-scale logistics 

operation that capitalizes on the customer base we have built 

to this day.

Expanding Further with KWE’s Global Quadrilateral 

Management System

We had three goals last year: 1) to post an ordinary income of 

10 billion yen, 2) to achieve 100 billion yen in total market 

value, and 3) to be ranked among the top five in the IATA 

world ranking. We are pleased to say that our business 

continues to be strong; We believe we have a roadmap to 

achieving our goals. While it is true that our total market value 

is affected by the market situation over which our efforts have 

no control, we will continue to do everything in our power to 

increase returns to our shareholders in the form of dividends.

    To that end, we at the KWE Group will further accelerate the 

application of our “select and focus” measures to our 

businesses to continue to increase our corporate and 

shareholder values. We will secure our dominance in the 

market, promote efficiency, enhance our Global Quadrilateral 

Management System covering Japan, the Americas, Europe and 

Africa, and Asia and Oceania in our aim to further expand our 

business.
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What kind of ideas went into the new Grand Design?

The world economy is changing at a dizzying pace. For 

example, there are sudden structural changes in the Japanese 

economy, increasing effects of the U.S. and European 

economies on the rest of the world, and full-fledged 

development in China. In the distribution and logistics 

industries, too, there have been several major realignments 

crossing industry lines. KWE aims to respond flexibly to these 

changes in the world, and to use them as opportunities to find 

growth and success.

    In the KWE Grand Design for the 21st Century, we painted a 

picture of the kind of company we want to be 10 years from 

now. It reflects our determination to have all our employees 

share a firm commitment to adopting a direction and strategy 

that will not be shaken by short-term or medium-term 

environmental changes, and to pursue even further 

development that will win our customers' 

recognition as a truly global company –– 

their “global logistics partner.”

What were the background 

and objectives for drawing 

up the new Grand Design?

Here are some of the changes 

in the external competitive 

environment that formed the 

background: 1) further global 

realignment; the formation of 

international mega-

corporate groups that 

cross industry lines; 2) 

sophistication of 

customers’ needs, 

increased need for 

global supply 

chain 

management 

(SCM), and 

signs that 

forwarding 

services are 

losing added 

value and turning into commodities; 3) emergence of new 

players including virtual companies that use information 

technology and have no physical assets, and companies that 

cross industry lines, such as SCM specialists; 4) cost structures 

of air and ocean freight, which are vulnerable to uncertain 

factors such as fluctuations in seasonal demand and supply, 

and in petroleum prices.

    As challenges that our company faces, we can cite: 1) 

expanding the types of industries from which we draw 

customers, placing less emphasis on a specific industry such as 

the high-tech industry; 2) expanding volume of transactions, 

especially in markets that are important for helping us attain 

the number five sales spot in the IATA’s world rankings, and 

aiming for growth as a well-balanced global logistics partner; 

3) reconfirmation of our social responsibilities as a listed 

company and maintenance of the clear corporate vision that 

we need in order to increase our corporate value; and 4) 

formulation of management systems that adopt people with 

outstanding talent from a global perspective, in order to foster 

human resources that can support competitive dominance, and 

improvement of training programs.  

    The Grand Design provides the basic business policies that 

will carry us over the next 10 years as we address these 

challenges. We will also align our medium-term business plans 

and annual plans with the Design.

What is the overall picture of the new Grand Design?

We intend to be a one-stop source of high-quality services 

that meet a variety of needs, based on the customers we have 

developed through our existing businesses. Our corporate 

group as a whole will pursue business strategies that address a 

new, fourth aspect –– Asia –– in addition to the three areas we 

have addressed in the past: forwarding, logistics, and ocean 

freight forwarding. In order to win in global competition, we 

aim to build a Trans-Pacific Leader brand that places highest 

priority on the Asia-Pacific region and become a “global 

logistics partner” that builds lasting, good relations with our 

clients.

    Specifically, our target is to grow to achieve 500 billion yen 

in sales. As a result of repeated reorganizations in the industry 

worldwide, there are now several mega-corporate groups that 

boast more than one trillion yen worth of sales. In order to 

compete successfully against these mega-groups, we believe it 

is essential that 10 years from now we are operating on a scale 

of 500 billion yen in sales.

Top Interview

The KWE Grand Design for the 21st Century

Q:

A:

Q:

A:

Q:

A:

Hirokazu Tsujimoto
President and 
Chief Operating Officer

04



How will specific business strategies be put into 

practice?

There are four pillars to our basic business strategy: 

Profitable Forwarding, Valuable Logistics, Growing Ocean and 

China Linkage.

    To achieve Profitable Forwarding, we will actively develop 

customers in the medical/pharmaceutical and automotive-

related sectors to add to our existing high-tech customer base. 

We will aim to promote sales activities that make full use of 

our overall group strength, enhance our capacity to sell to 

multi-national corporations, put more effort into high-value-

added services such as specialized freight forwarding (of 

semiconductor manufacturing equipment, climate-controlled 

freight, or luxury apparel, for example) and offer advanced 

services that make use of global information technology.

    In the Valuable Logistics area, we will offer logistics services 

to existing freight forwarding customers, develop the expertise 

accumulated through our Global Logistics Committee, realize 

even greater sophistication in the services we provide, and 

enhance distribution facilities at our major operation bases.

    Regarding Growing Ocean, we will position China-to-North 

America and China-to-Japan as our most important sea lanes 

and will work hand in hand with the airfreight division to 

enhance sales there. Also, we will promote peripheral services 

related to ocean freight, and strive to expand intra-Asia 

logistics business by boosting sales related to export-import 

business between major Southeast Asian nations.

    In the China Linkage category, we will expand vendor-

managed inventory, particularly in coastal areas such as 

Guangdong and Guangzhou, and expand specialized freight 

forwarding services. We will formulate and implement a 

strategy for linking our sales organizations in Japan, the United 

States and Europe and promote focused investment. We will 

improve our delivery network within China and offer advanced 

logistics services.

What about the framework for implementing the 

Grand Design?

In order to implement our strategies without fail, we are 

strengthening five areas of our management infrastructure 

including the organization, standard operating procedures 

(SOP), world headquarters (WHQ), human resources and 

information technology. The first task is to institute systems 

that can give us an appropriate understanding of the services 

and quality that customers desire, by sharing information 

among our entire corporate group. Next, we need to win more 

large customers by beefing up our global sales systems, and 

improve our global operational quality by establishing SOP. 

Then, through our WHQ, we will enhance group-wide strategy 

and planning, and optimize global coordination. At the same 

time that we improve educational programs aimed at 

developing the key players and specialists who will take on 

such tasks as future management and planning, we will deploy 

outstanding people all over the world. Through information 

technology, we will quickly develop global systems that will 

allow us to provide customers with even more sophisticated 

services.

    An organizational structure and rules that support this type 

of horizontal activity will allow us to develop our business in a 

unified manner that transcends divisional barriers. We expect 

that the corporate climate of KWE will also be renewed as we 

implement our Grand Design.

Q:

A:

Q:

A:

Implement the four 
basic business strategies

Profitable forwarding
 (profit-oriented)

Valuable logistics
(Providing added value)

Growing ocean
Expanding 

ocean-freight business

China linkage
Staying ahead in 
a growing market

Overall Picture of KWE Grand Design

Providing customers with optimal services 
perfected through our forwarding business

Implement “customer 
intimacy” strategy

Customer-oriented
Customer is always at the 

center of our thoughts

One-stop service
Combining optimal 

services

High-integrity
(High-quality service)

Establish KWE’s position as 
“Your Logistics Partner

Increase corporate and shareholder 
values by establishing partnerships 

with customers

Trans-pacific leader
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What about the outline and features of the Medium-

Term Business Plan?

As I mentioned earlier, our Medium-Term Business Plan 

aims to transform KWE into a “global logistics partner that 

provides one-stop, high-quality services.” This is the corporate 

image presented as our goal in the KWE Grand Design for the 

21st Century. The plan covers the three years from April 1, 

2002 to March 31, 2005. The basic targets for the fiscal year 

ending March 2005 are 1) to achieve operating revenues of 

240 billion yen (about 30% higher than the year through 

March 2002) and 2) to achieve operating income of 8.5 billion 

yen (about double the result in the year ended March 2002).

    The basic policy is to improve the cohesive sales efforts of 

the Kintetsu World Express Group as a whole. 

Specifically, this entails 1) promoting sales activities 

that make the most of the comprehensive strength 

of our corporate group’s quadrilateral strength, and 

doing a better job of marketing to multi-national 

corporations; 2) establishing SOP that will 

improve customer satisfaction; and 3) 

gaining an understanding of the services 

and quality that customers require by 

sharing customer information horizontally 

throughout the organization, and forging 

long-term, stable partnerships with our 

customers.

    High-priority measures will be implemented based on the 

four pillars cited in the “KWE Grand Design for the 21st 

Century.”

What is the status of progress so far? What results 

have you achieved to date regarding these four basic 

business strategies?

We believe we are making good progress at this point. 

Our business performed well this term, so we were able to 

exceed our targets for the first year.

“Profitable Forwarding”

    Currently, KWE gets approximately 70% of our operating 

revenues from international airfreight forwarding. Traditionally 

we have been strong in the high-tech area, but we are working 

on broadening our customer base in order to further 

strengthen our revenue base. The main targets of our efforts 

are automotive-related fields, medical care and 

pharmaceuticals. Of course we can expect cargo volumes to 

grow in these areas, and these are also areas where we can 

make good use of the benefits of the high-value-added service 

that we have developed by providing forwarding for high-tech 

industries. This fiscal year we were particularly successful at 

increasing new business mainly in the automotive-related 

sector, and we received good reviews from a number of 

customers for KWE’s IT-enhanced services.

    Our Global MNC Committee plays the main role in 

promoting sales to multi-nationals that do business all over the 

Progress on Our Medium-Term Business Plan

Q:

A:
Q:

A:

Outline of Medium-Term Plan

1. The entire KWE Group working as one to enhance sales.
2. Implement the four basis business strategies.
3. Expand and improve the infrastructure for global management.

Global Logistics Partner who is a one-stop 
provider of high-quality services 

Operating revenue       240 billion yen
Operating income          8.5 billion yen

Fiscal March 2002 (results) Fiscal March 2005 (target)

187 billion yen

4.2 billion yen

187 billion yen

4.2 billion yen

240 billion yen240 billion yen

 (30% increase)

 (double)

Our vision of KWE Management strategy

Target for the fiscal year ending March 2005 Results for the fiscal year ended March 2003
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globe. This fiscal year we succeeded again in expanding new 

accounts, mostly with high-tech-related foreign-affiliated firms.

    Future efforts will focus on actively winning contracts for 

establishment of factories overseas. We plan to improve our 

sales activities by making our classifications of customers and 

industries a little more specific. For example, rather than 

talking about automotive-related industries as one category, 

we can embrace more companies as sales targets if we also 

include related industries such as components and painting. 

We see broadening our scope in this way as one of our next 

goals.

“Valuable Logistics”

    As can be seen from the corporate image that we chose as 

the goal of our Medium-Term Business Plan, improving logistics 

services is KWE’s most important challenge. That’s because in 

recent years, distribution companies have been expected to 

provide comprehensive services that combine logistics with 

forwarding, and we believe it will be difficult for us to survive 

as a major player in the world market unless we expand the 

scale of our logistics business. We are promoting our logistics 

business primarily through our Global Logistics Committee, in 

order to take full advantage of the sales capacity of our global 

service network and cooperate with other businesses to 

respond efficiently to customer and market needs.

    So far, our logistics business, especially third-party logistics 

business, has been expanding well in Japan and the rest of 

Asia. Business in China, in particular, has grown several times 

faster than in Japan. At present, there are about 200 new 

projects undertaken by firms to advance to Asian nations other 

than Japan, and we expect to get a good portion of that 

business. We also want to expand our logistics business in the 

United States.

    At the same time, in order to promote our logistics services, 

it is essential that we improve our distribution facilities. In 

Japan, the space we added to our Narita terminal facility at the 

end of 2002 is almost filled, and we need another facility. We 

are currently thinking of finding warehouses in areas where 

demand is rising, such as the suburbs of Greater Metropolitan 

Tokyo and port areas, and of building a warehouse near Chubu 

International Airport, which is under construction in central 

Japan. Overseas, we plan to achieve most of our facility 

expansion through lease contracts.

“Growing Ocean”

    The growth lanes for our maritime business are from China 

to the United States and from China to Japan. We expect 

demand to continue growing along these lanes and will give 

priority to business there. We aim to continue to attract more 

customers, train sales staff and increase the volume of freight 

we handle mainly through our Global Ocean Committee. 

Notwithstanding the high praises we have received at our 

various overseas locations for the careful and thorough service 

we provide, we must increase the absolute volume of 

transactions that we do to seriously display competitiveness in 

this area. In the future, we will explore possibilities for 

expanding our base, including consideration of mergers, 

acquisitions and alliances.

“China Linkage”

    At KWE, we plan to increase the number of trucks we 

operate in China, and boost business by improving our delivery 

network within the country where further market growth is 

expected. We will find new distribution facilities in Shanghai 

and Shenzhen to add to existing facilities in places such as 

Beijing, Dalian, Shanghai and Shenzhen.

What is the outlook for the current fiscal year?

In the current fiscal year, we believe that the company will 

continue to deliver the kind of good performance achieved in 

the fiscal year ended March 2003.

    In the fiscal year ending March 2004, our top 

priority will be making KWE’s management base more 

solid than ever. We will speed up “select and focus” 

measures to address issues that we face. Specifically, 

we will forge ahead with the reconstruction of 

subsidiaries and affiliates, which we expect 

to complete by the end of this fiscal 

year.

    We want to boost the overall 

strength of the KWE Group in 

the future, create value and 

an optimal environment 

through partnership with 

our customers, and 

continue to be a 

company that 

contributes to global 

society. I appreciate 

your continued support 

and understanding. 

Q:

A:

187 billion yen

4.2 billion yen

240 billion yen

8.5 billion yen
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   1. Overview and KWE's Strengths

Kintetsu World Express Inc. is the core of the KWE Group, 

which offers its services in 31 overseas countries, 170 cities and 

227 locations as of March 31, 2003.  Through procurement of 

contracted services of airlines and ocean shipping companies, 

we primarily engage in international airfreight forwarding. In 

addition, we provide services in international ocean freight 

forwarding and cargo logistics, as well as those related to the 

aforementioned services, such as customs brokerage, sorting of 

import consolidated cargo, trucking and a series of services 

specializing in international needs. As for domestic airfreight 

forwarding, in October 2002, we established Kintetsu Logistics 

Systems, Inc. by spinning off our domestic freight forwarding 

division. This move has allowed us to provide more specialized 

service for our customers while at the same time streamlining 

our business. 

    This fiscal year, KWE ranked closely behind second as the 

third in Japan in the volume of export freight handled, and 

second in Japan in the number of import shipments brought 

through customs. We were the first in the Japanese industry to 

obtain ISO 9001 series certification; in January 2003, in 

addition to our Tokyo Terminal, we went on to earn ISO 14001 

environmental certification at our Narita Terminal, which serves 

as our hub for global distribution strategies. KWE has thus 

continued to be a pioneer in the industry.

    On a non-consolidated basis, KWE derives 57.4% of its 

operating income from airfreight exports, 22.9% from 

airfreight imports, 11.7% from ocean freight exports and 

imports, and the rest from others. High-tech products such as 

semiconductors and other electronic components as well as  

manufacturing equipment, information and communications 

equipment and liquid-crystal products account for about 70% 

of goods we handle. One of our characteristics is that non-

Japan

Outline and Strategy by 
Quadrilateral Region08
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Japanese companies make up a large share of our customers. 

This fiscal year, we were able to achieve significantly higher 

results than the previous year due to our efforts to secure new 

businesses related to automobile components, which are 

relatively less prone to economic changes and thus provide us 

with steady shipment orders. As the global logistics market 

changes and diversifies, we have taken the lead in the industry 

in aggressively developing logistics services, for which demand 

has grown in recent years. As part of such efforts, in December 

2002, we completed expanding our Narita Terminal facility 

which now boasts of being the largest in Japan with an 

operating floor area of 40,000 square meters, about 1.6 times 

the original size. At the same time, we adopted state-of-the-art 

work station equipment to engage in our own 

operation to handle freight by the container 

and pallet, and began handling export and 

import freight on our own.

    At the Business Development Department 

we established in October 2001, our Multi 

National Corporation (MNC) Center, which is 

dedicated to developing new business with 

multinational corporations through bidding, and Supply Chain 

Management (SCM) Center, which is dedicated to logistics 

sales, contributed aggressively and actively to boost our sales 

results.

      We have restructured our 

domestic affiliates this fiscal 

year under our “select and 

focus” policy, and disposed five 

companies through measures 

such as spinning off our 

domestic freight division and 

consolidating others. The businesses in which we engage are 

freight forwarding, temporary staffing, warehouse 

maintenance and management, and sales of goods.

   2. Overview of Fiscal Year Ended March 31, 2003

Our net sales in Japan this fiscal year increased 11.2% over the 

previous year to 90,645 million yen while operating income 

also increased, by 53.1% to 3,422 million yen.

Among global regions, the portion of net sales generated by 

our Japan operations increased to 46.1% from the previous 

year’s 43.6%. Operating income also rose from the previous 

year’s 52.8% to 54.7%.

    Airfreight exports, which declined by more than 30% the 

previous year due primarily to a drop in high-tech industry 

shipments, made a quick recovery mainly in Asia where we are 

at an advantage, to 33% over the previous year, contributing 

to this year’s good results. The number of orders also increased 

over the previous year, by 16%. Main items handled include 

electronic components, information-communication devices, 

semiconductor-related products and manufacturing equipment, 

and liquid-crystal products. In addition, our project team’s 

vigorous efforts to increase sales of automobile component 

shipments bore fruit, boosting the amount of freight to North 

America by more than 

45% over the previous 

year. We also had a 

temporary surge of 

demand for automobile 

components to the United 

States due to the closure 

of ports along the U.S. 

west coast in October and November of 2002, which 

contributed to the increase in freight volume.

    Our airfreight imports were affected by the slow consumer 

spending in Japan, but we nonetheless managed to steadily 

increase both the number of orders and volume by 13% and 

19%, respectively, thanks to the sales efforts of our project 

teams specializing by the item. 

    Principal items that moved from the United States were 

measuring instruments, information-communication devices 

and medical equipment, while from Europe, they were 

machinery and equipment, and from China, they were middle- 

to high-end household appliances and personal computers.  

    Meanwhile, demand for logistics services continue to be 

strong. Our sales are so robust that space at our newly 

expanded Narita Terminal is filling up fast, prompting a need 

for yet another facility. The percentage of our operating 

income generated by logistics services is increasing by the year.

    Our ocean freight increased in volume both in exports and 

imports, by 13% and 15%, respectively. Demand for 

transporting equipment related to plants being relocated to 

Asia is still strong. We were able to secure several new 

customers this fiscal year by taking advantage of our expertise 

in specialized 

transportations.

                            Our affiliates in Japan 

strove to increase sales in 

their respective fields, and 

achieved a significant 26% 

increase in net sales 

over the previous year. 
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While our net sales in Japan exceeded that of Europe and 

Africa headquarters, we believe it will increase even further in 

the next fiscal year when the results of the newly established 

Kintetsu Logistics Systems, Inc., a spin-off of KWE’s domestic 

division, will be added at full-scale as part of our domestic 

affiliated companies’ results.

    Meanwhile, we also put in efforts to reduce costs, and 

continued to cut indirect costs and general administrative 

expenses primarily by keeping down overall personnel 

expenses. The cost-cutting measures that we strongly 

promoted include 1) reduction of overall personnel expenses 

through staff restrucuring, 2) consolidation of distribution 

facilities and offices, 3) concentrating cargo to improve the 

efficiency of consolidated freight, 4) selecting airlines to keep 

transportation costs down, and 5) enforcing strict cost 

management in 

procurement of 

pickup and 

delivery services.

   3. Future Strategies

In November 2002, we formulated our Grand Design to paint 

the picture of where the KWE Group wants to be in 10 years, 

and to realize the vision by taking on a consistent direction and 

strategy that are not impacted by short-term external and 

internal factors.

The basic strategy for the KWE Group to achieve its goal and 

to continue growing consists of the following four pillars:

      1. Increasing the profit margin in international                 

          airfreight forwarding

      2. Providing high-quality logistics services

      3. Expanding the ocean freight business

      4. Developing business in the growing market of         

          China ahead of others

    Each of the KWE Group’s quadrilateral headquarters will 

apply this Grand Design basic strategy to run its regional 

operations and to build partnerships with its customers.

    At the core of our business promotion is our entire KWE 

Group working as one to secure high-yield customers through 

enhanced sales activities. This is essential for the Group’s 

growth. 

    We aim to secure more high-yield customers mainly through 

our MNC Center, which is a sales organization to develop new 

business with multinational corporations through bidding, in a 

joint sales effort with the Group’s global sales organization, 

MNC Committee.

    At the same time, we will follow our basic strategy in aiming 

to expand our share of the export volume. Our sales target 

includes high-tech products in which we have strengths, as 

well as automobile-related products with which we have been 

successful in the last few years in our sales efforts, and medical 

products that are less prone to changes in the economic 

environment. Our target items for import also include medical 

products, as well as hospital supplies and high-end European 

brands and apparel for the retail industry. As such, we plan to 

diversify our customer base by expanding the range of items 

we handle.

    In terms of operations, we aim to expand, enhance and 

provide advanced services in our logistics operation, for which 

demand has grown in recent years as more shippers have 

begun outsourcing their distribution operations. In Japan, as 

part of the Business Development Department we founded in 

November 2001 an SCM Center, which engages in sales 

activities specializing in logistics sales. Our SCM Center will 

continue to enhance its sales activities, working closely with 

our Global Logistics Committee, which is a strategic 

organization to expand the Group’s logistics business.   

In addition, we believe that the China market will continue to 

generate a number of logistics businesses. As we expand our 

operations, we are also putting our resources into training and 

educating specialists for the business.

We also position the expansion of our ocean freight operations 

as an important one. Focusing on Asia as our key region, we 

will take advantage of our expertise in specialized forwarding 

to secure new customers for ocean freight exports of 

semiconductor and liquid-crystal manufacturing equipment to 

Asia. Our targets for ocean freight imports are the traffic lanes 

departing from East 

China and South 

China.
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   1. Overview and KWE's Strengths

To launch KWE's operations in the United States, the center of 

KWE's Americas business, we first sent representatives to New 

York and Los Angeles. Thereafter in May 1969, we founded 

Kintetsu World Express (U.S.A.), Inc. to fully operate in the 

country. Since then, we have expanded the scope of our 

activities as a global forwarder primarily for major multi-

national shippers, utilizing our expertise in Pacific Rim business, 

which include routes between the United States and Japan, 

and the United States and other Asian nations. Today, we have 

12 companies in the Americas, including the United States and 

Canada, handling mostly export and import airfreight 

forwarding as well as expanding our presence by providing a 

wide range of services including those in ocean freight 

forwarding, customs brokerage, warehousing and logistics.

    KWE boasts of one of the industry's highest quantities of 

freight between North America and Asia, dealing mainly in 

electronic components, computer peripheral 

equipment, semiconductor manufacturing 

equipment, mobile communication equipment and 

medical products. In addition, it has a unique, 

specialized company to handle racehorses.

   2. Overview of Fiscal Year Ended March 31, 2003

This fiscal year, our net sales in the Americas declined 17.2% 

from the previous year to 33,050 million yen. Our operating 

income, meanwhile, was 279 million yen, a turnaround from 

the previous year’s loss of 430 million yen.

As a result, the portion of operating income generated by our 

Americas operations among global regions decreased to 16.8% 

from the previous year’s 21.4%.

    The export volume handled by KWE U.S.A. this fiscal year 

decreased 5% from the previous year due to the slump 

experienced by high-tech companies, which are our key 

customers. KWE U.S.A.’s import volume, on the other hand, 

increased 16% from the previous year due to exports from 

Japan and Asia increasing in the latter half of this fiscal year. 

Having continued since the previous year to reduce costs, 

mainly by way of cutting personnel expenses, KWE U.S.A. 

posted profit on a non-consolidated basis this fiscal year. 

However, our Central and South American companies were not 

able to recover their performances as hoped, which prompted 

us to liquidate our subsidiaries in Columbia and Venezuela. In 

addition, our American logistics subsidiary, Kintetsu Worldwide 

Logistics, Inc., which was not generating sales as expected, was 

absorbed by KWE U.S.A. in an attempt to reorganize our 

system. 

    In our overall Americas operations, we continued to reduce 

costs, including cutting back on personnel expenses. In terms 

of the movement of freight in all of our Americas operations, 

airfreight exports decreased 5% over the previous year and 

airfreight imports increased 11% over the previous year. The 

volume of ocean freight exports we handled increased by 0.4% 

over the previous year while for ocean freight imports, the 

volume decreased by 2.1% from the previous year.

   3. Future Strategies

Presently, the outlook of the U.S. economy remains unclear 

with no definite signs of a full-scale economic recovery. At our 

Americas headquarters, we will accelerate our operational 

“select and focus” efforts to streamline our business, and 

liquidate, by the end of the current fiscal year, six Central and 

South American subsidiaries whose performances are not 

expected to recover. In the United States, we will continue 

cutting back our personnel expenses while also promoting 

streamlining of operations by consolidating our satellite sales 

offices.

    Meanwhile, enhancing our sales activities remains an 

important issue. We will focus our sales efforts to shippers with 

goods that we are expertise in handling, such as computer 

peripheral equipment, hospital supplies, medical products and 

semiconductor manufacturing equipment to increase airfreight 

exports, which had dropped 5% the previous year from the 

year before. We will also take full advantage of KWE U.S.A.’s 

function as the sales headquarters targeting multinational 

companies, and strive to secure new customers for our 

airfreight, ocean freight and logistics services by coordinating 

closely with our operations in Asia where the customers’ 

productions are based.

Among airfreight imports, we will expand the sales of 

automobile-related products, while for ocean freight exports 

and imports, we will expand sales focusing 

on securing customers who ship to or from 

the East and South regions of China. 

The Americas
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   1. Overview and KWE’s Strengths

In Europe and Africa region, we opened a representative office 

in London in 1977. That was when the KWE Group became a 

player in the European market. Since then, we have founded a 

U.K. subsidiary in February 1985 and a German subsidiary in 

July of the same year, in the process expanding our service 

network centered in Western Europe. Currently, our European 

and African operations are made up of 11 companies, 

including our Russian subsidiary established in 1995 and our 

South African subsidiary established in 1996, which are the 

only locally founded Japanese corporations in the industry. 

European and African operations include a broad range of 

logistics services such as key export and import airfreight 

forwarding, ocean freight forwarding, customs brokerage, 

warehousing and distribution. The Europe and Africa regional 

headquarters is currently located at Amsterdam in the 

Netherlands.

    Main export items we handle differ by country, but include 

machinery, electronic components, office equipment, mobile 

communication equipment, books and magazines, and 

perishables. Import items we handle include high-tech and 

other electronic components, audio products and game 

equipment.

    The companies of this region are relatively new compared to 

those of our other quadrilateral regions, and are thus expected 

to grow as they expand the scope of their business.

   2. Overview of Fiscal Year Ended March 31, 2003
 

This fiscal year, our net sales increased 12.7% over the previous 

year to 17,269 million yen, while our operating income 

increased even further, by 161.4% to 298 million yen. Among 

global regions, the portion of net sales generated by our 

European and African operations increased slightly from the 

previous year’s 8.2% to 8.8%, while the operating income also 

increased, from 2.7% to 4.8%.

    The amount of airfreight exports and imports, which make 

up the core of this region’s operations, resulted in little change 

with exports increasing by 1.2% and imports reducing by 1.9% 

over the previous year results. Our freight movement this fiscal 

year was relatively stable compared to the previous year when 

the sudden 20% drop in the amount of imports from Japan 

significantly affected our results.

    At the Europe and Africa headquarters, we implemented a 

business structural reform to transform our previously import-

dependant structure to a stronger, export-oriented business 

structure. Specifically, we promoted the hiring of local 

personnel to replace the top management of the companies, 

which were until now headed by the Japanese. As a result, our 

subsidiaries in Benelux and France today have their respective 

national staff at the top management. Out of our 11 

subsidiaries, nine are now headed by national staff, leaving 

only our UK, German and Russian subsidiaries with Japanese 

top management. 

    Disparities among the results of subsidiaries were again 

apparent this fiscal year, with South Africa faring strong with a 

significant increase in the sales of logistics services, followed by 

good results in Germany and Italy. On the other hand, business 

in U.K. was slow due to a decline in the amount of exports and 

imports, and Switzerland and Russia also 

struggled. As for our service network, we 

newly established a representative office in 

Prague, Czech Republic in July 2002 to 

improve our services in the Central and 

Eastern European region. In addition, the 

KWE Euro Logistics S.A. that we established in Belgium in April 

2001 was absorbed by our Benelux subsidiary for management 

efficiency. 

   3. Future Strategies

We will step up efforts to reform our business structure to 

build an export-oriented system. To that end, we will promote 

the cultivation of local export customers in each country under 

the leadership of our top management, further strengthening 

joint sales efforts with other KWE Group companies. Enhancing 

our logistics operations, for which demand is growing, is also 

key. We will further improve our one-stop service by enhancing 

our distribution facilities and coordinating with our import 

operations. 

    In terms of geographical region, our eyes are currently on 

European markets, namely, Czech, Hungary and Poland. We 

also continue to look into specific measures to develop our 

business in the Middle East, where we do not have our own 

service structure. 

Europe and Africa



   1. Overview and KWE’s Strengths

The KWE Group began full-scale development of its operations 

abroad in April 1969 when it founded its first local company in 

Hong Kong. Thereafter, we expanded our service network 

primarily in the countries of Southeast Asia. KWE now has 21 

Group companies in Asia and Oceania in countries including 

the rapidly growing China, as well as India, the Philippines and 

Australia, and plays a central role among the Group's overseas 

companies.  

    The Asia and Oceania region, like other regions, is chiefly 

involved in international airfreight forwarding but also handles 

ocean freight forwarding, in addition to providing services in 

customs brokerage, warehousing and ground transport related 

to such forwarding. The region, however, has particular 

expertise in third-party logistics services. Taking note early on 

of the strong needs for warehousing and logistics services in 

various Asian countries and recognizing potential for growth, 

our headquarters for this quadrilateral region achieved results 

by putting distribution facilities in place shortly after moving 

into various countries and 

offering services to a wide variety 

of shippers. Today, we have 

distribution facilities in 59 

locations throughout Asia and 

Oceania, with a total of about 

170,000 square meters in 

operation. To respond to the 

needs of various shippers for 

services in the region, the 

companies within the Asia region 

formed tight alliances and 

created optimal forwarding 

modes. In this way, we provided 

smooth services for the forwarding of merchandise as well as 

the shipping of semi-finished products between plants. 

Countries in Asia, and especially China, promise high growth 

compared to countries in other regions not only in airfreight 

and ocean freight 

forwarding but also in 

logistics services.  

Since 1985 when we 

became the first 

company specializing 

in airfreight 

forwarding to open a 

representative office 

in Beijing, we have stayed 

ahead of others in joining the China market and to build a 

service network there. Currently, we have six companies in 

China, not counting two investment companies. Our network 

of 33 locations is the strength we have over others in this 

region. The KWE Group, which has a strong presence in Asia, 

will continue to grow as a 

comprehensive global logistics 

company, earning the trust of a 

wide range of shippers by 

providing them with services 

that meet their needs.

   2. Overview of Fiscal Year Ended March 31, 2003

This fiscal year, our net sales increased 11.2% over the 

previous year to 55,564 million yen. Our operating income, 

however, declined 2.1% from the previous fiscal year to 2,215 

million yen, due partly to our aggressive capital investments. 

Among global regions, the portion of operating income 

generated by our Asia and Oceania operations increased to 

28.3% from the previous year’s 26.8%. The portion of 

operating profit, on the other hand, shrunk from 53.4% to 

35.4%.

    Overall, the Asia and Oceania region experienced strong 

demand for distribution services, especially in China where 

domestic and foreign investments increased and production 

relocations to the country accelerated. The region was 

characterized by greater growth in the amount of exports and 

imports compared to other regions. Along with Japan, our Asia 

and Oceania region played a major role in achieving our 

favorable results this fiscal year.  

Asia and 
Oceania

13



The export 

airfreight in this 

region increased by 

more than 13% in 

volume over the 

previous year while 

the import 

airfreight in this 

region increased by 

about 23% over the previous year. Especially prominent was 

the increase in the volume of airfreight exported from China, at 

82.4%. The volume of airfreight exported from Japan to China 

also increased, by 81.7% (these figures exclude Hong Kong). 

As a result, within the Asia and Oceania region, the portion of 

net sales generated by our operations in China increased 4.6 

points to 20%, while the portion of operating profit generated 

by our operations in China increased 6.6 points to 25%. 

    Expanding our business in the growing market of China 

ahead of others is one of the four pillars of our Grand Design 

basic strategy. As such, we will strive to expand and improve 

our operations in China by building a trucking network 

between locations in China, among other things, to 

differentiate ourselves from the rest.

        The improvements made in our service system are 

reflected in the class-1 

airfreight agency license 

obtained by the Shanghai 

Branch of Beijing Kintetsu 

World Express Co., Ltd. in 

March 2002, as well as by the 

ocean freight forwarder 

licenses obtained by our Beijing Branch in June 2002 and by 

our Shanghai, Dalian, Tianjin and Qingtao branches in 

September 2002. In October 2002, we formed our Greater 

China Logistics Sales Team in Hong Kong to develop our 

Chinese market. Also in October 2002 in Dalian, we 

established Dalian 

Kintetsu Logistics 

Co., Ltd., our third 

company in China 

specializing in 

logistics in order to 

strengthen our 

logistics business 

presence in North 

China.

   3. Future Strategies

Our Asia and Oceania operations will serve as a driving force to 

build the KWE brand as the leader in transpacific forwarding 

services. The region will serve as the core of KWE Group’s 

global strategies to grow our airfreight and ocean freight 

forwarding businesses. It will do so by coordinating closely with 

our operations in Japan, Americas, and Europe and Africa to 

secure the business of multinational companies. The target 

lanes in the 

ocean freight 

operations in the 

region are routes 

that leave China 

for Japan or 

North America. 

In China, we 

plan to further 

improve our 

service network by building a partnership with our customers, 

keeping in mind our future, full-scale advancement into the 

consumer market. To meet the needs of customers who are 

relocating their production plants to China, we will enhance 

the sales of our logistics services, including vendor managed 

inventory, supply chain management and third-party logistics. 

We will also expand our customer base to the fields of 

automobile and medicine, in addition to striving hard to secure 

customers for specialized forwarding such as for semiconductor 

manufacturing equipment, for which we are 

already seeing results. Furthermore, we will 

also put in efforts to increase the amount of 

freight in the intra-Asia market.
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Collection, transport and recycling route (to recycle the wooden

pallets as wood chips) was developed by Kintetsu I Logistics Systems,

and has been implemented since April. 

100% of the wrapping materials were separated, and were

discharged as recycling resources. 

Nearly 100% of the corrugated cardboards were separated both at

the warehouses and offices, and were discharged as recycling

resources. 

Office paper was thoroughly separated through recycling boxes that

were set up, and were discharged as recycling resources.

Some trash among general trash was not thoroughly separated.

Despite thoroughly using the back of the paper, reduction was not

achieved due to increased staff and work. 

Fluorescent lights, PCs and air-conditioners are being turned off

after each use. However, survey will continue for precise effects of

facility expansions, etc.

Idling of engines among all shipping and receiving vehicles was

eliminated by 100%. A questionnaire survey was conducted

regarding those being subject to the emission regulation starting

October.

Cooperation was requested to stop the idling of engines, as well as

in regards to emission regulation.



Corporate Governance

The principles of our corporate governance

At the KWE Group, our administrative system regarding

corporate governance is built for making prompt management

decisions at the meeting of the board of directors. Such decisions

are made after discussions at meetings such as the KWE Group

Top Strategy Meeting and the Quadrilateral General Managers

Meeting where, held by our World Headquarters and under our

global quadrilateral management system, our officers and

quadrilateral general managers make key managerial decisions

including the management policy of the entire KWE Group,

sharing of information and establishing of companies, as well as

at the Executive Committee, held twice-a-month on principle,

consisting of directors, auditors and departmental managers who

share information and thoughts regarding management, analyze

the current status of business, stay on top of the business

environment, and make future management decisions.

Outline of the human, capital and other interested

relationships between the company and outside directors,

outside auditors

Out of our 12 directors, 10 are resident directors and two are

non-resident directors. The board of directors is established so

that it can be prompt in management decision-making and in

responding to changes in the business environment. In addition,

we employ an auditing system consisting of three resident and

non-resident auditors, who constitute the board of auditors. The

auditing system allows the auditors to appropriately monitor the

duties executed by the directors, with the auditors attending all

Executive Committees and Board of Directors Meetings, and

striving to actively attend key meetings such as the Top Strategy

Meeting. Our outside directors and outside auditors have no

interest in our company.

Efforts made in the past year to improve corporate

governance

To always maintain a good management status at the KWE

Group in terms of corporate governance, we have formed a joint

auditing team among our Comptroller Department, Accounting

Department and Business Administration Department, led by our

World Headquarters. The team follows a predetermined schedule

to conduct an annual internal audit on all of our companies in

Japan and abroad, including KWE. The audits conducted on KWE

include twice-a-year accounting audits at all sales offices and an

annual inspection on operations at all administrative divisions.

The auditing results are reported to the president as well as at

the Executive Committee, and are announced internally, along

with comments and evaluation points.

Due to the large number of companies involved, our companies

outside Japan are audited by the quadrilateral headquarters on

an as-needed basis, combined with a separate corporate audit

conducted by KWE.

To raise our employees’ awareness on due compliance through

education, we issued our first edition of “KWE Ethics and Action

Standards” on January 1, 1997. However, to respond to changes

in the business environment surrounding the KWE Group and to

the establishment and revisions of new and existing laws, we

issued the second edition of the Standards, renamed, “KWE

Compliance Standards” (KWE Ethics and Action Standards), in

January 2003. Using this as the code of corporate ethics for

compliance, we at KWE and KWE Group companies will share

our corporate philosophy and value to thoroughly implement due

compliance.

In today’s rapidly changing world, the KWE Group will not be

able to exist without a corporate governance mechanism that

allows optimal management decisions to be made. We will

continue to strive to build a business environment in which we

can function more effectively and appropriately.
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Unless otherwise noted, all financial information contained in this

section is based on the consolidated financial statements

included in the annual report of Kintetsu World Express, Inc.

(KWE), which were prepared on the basis of generally accepted

accounting principles in Japan.

OVERVIEW

The consolidated financial statement for the fiscal year ended

March 31, 2003 is composed of figures for Kintetsu World

Express, Inc., 52 of its subsidiaries, and four affiliated companies

that have been accounted for by the equity method.

KWE’s principal businesses are international and domestic

freight forwarding through procurement from airlines and

shipping companies. Operations include airfreight forwarding,

import freight consolidation, and air carriers' agency. KWE and

the rest of the KWE Group companies also engage in the

transport-related fields of customs clearance, trucking, temporary

staffing, insurance agency, warehouse management and

packing.

Although KWE’s business falls within the single segment of

freight forwarding and cargo logistics, we divide our operations

into international air forwarding (which accounts for 71.7% of

net sales this fiscal year), ocean freight forwarding (11.6%),

domestic air freight forwarding (5.9%), and other operations

(10.8%).

The KWE Group functions in a global quadrilateral management

structure. This fiscal year, the Japan Region accounted for 46.1%

of net sales, the Americas Region contributed 16.8%, the Europe

and Africa Region took in 8.8%, and the Asia and Oceania

Region brought in 28.3%. In all, 53.9% of KWE's total net sales

came from overseas operations.

OPERATIONS

This fiscal year, economies were sluggish in most of the world,

except in China and other parts of Northeast Asia. Economic

activity was hampered from the beginning by the after-effects of

the bursting of the US IT stock bubble, by fears of recurring

terror from the September 11 attacks of 2001, and by

uncertainty arising from European governments’ repeated

downward revisions of their economic growth projections,

among other things.

In Japan, also, the economy remained lackluster due to such

factors as financial instability caused by the postponement of

economic structural reform, delays in disposal of bad debts held

by financial institutions, stock market decline, and fears that

deflation will continue in the long term.

Meanwhile, in the environment surrounding our business, there

were various factors that contributed to boosting cargo volumes.

For example, while shipments had decreased throughout the

previous term due to a slump in high-tech industries, shipments

of high-tech-related electronic components –– one of our

specialties –– recovered after April 2002 and the volume of cargo

Management’s Discussion and Analysis

 Net Sales by Category 

International Airfreight 
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exported by air from Japan increased 33% over the previous

fiscal year. Also, distribution remained strong in Northeast Asia,

particularly in China. There was also demand for emergency

shipments because of port closures along the west coast of the

United States in October 2002.

We moved ahead with the restructuring of affiliated businesses,

which we had been continuously tackled under the banner of

“select and focus.” This fiscal year, we coped with the poor

economy by consolidating five domestic affiliates and spinning

off our domestic freight division, and by eliminating five KWE

companies overseas. Due to these and other factors, we revised

our forecasts upward and ended the year with increased sales

and profits.

In addition, we announced our “KWE Grand Design for the

21st Century” in November of 2002 and painted a clear picture

of the kind of company we want to be in 10 years from now.

The Design describes basic strategies and policies for the entire

Group to share, in the form of our direction and vision for the

medium to long term. Based on this Grand Design, the World

Headquarters that we established in October 2002 took the lead

in formulating a consolidated medium-term business plan that

covers three years, starting with this fiscal year. The plan sets

specific targets aimed at realizing the Grand Design.

This medium-term business plan calls for achieving 240 billion

yen in net sales and 8.5 billion yen in operating income in the

year through March 2005. The corporate image we will aim for is

a “global logistics partner” that provides a one-stop source for

high-quality services.

Net Sales

Net sales this fiscal year increased 5.3% from the previous year

to 196.53 billion yen. Net sales rose in three of KWE’s

quadrilateral bases –– Japan, Europe and Africa, and Asia and

Oceania –– but not in the Americas, where they fell 17.2%.

Consequently, net sales in Japan constituted 46.1% of overall

net sales, compared to 43.6% the previous year.

The main reasons for this change were a recovery in shipments

of high-tech components, strong demand for distribution in

China and elsewhere in Northeast Asia, and demand for

emergency shipments because of port closures along the west

coast of the United States in October 2002. In addition, we

believe that another major factor is that efforts to cultivate new

customers in order to diversify our customer base into fields such

as the auto industry, medical equipment, and pharmaceuticals

have begun to yield concrete results, particularly in the

automotive field.

Cost of Sales

Cost of sales this fiscal year increased 4.6% over the previous

year to 162.80 billion yen, while the percentage to net sales

declined by 0.5% to 82.8%.

Because KWE has no aircraft or ships of its own to use for

transport, our cost of sales consists mainly of freight charges paid

to the airlines and shipping companies that we use for transport,
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along with other direct costs. In addition, there are wages and

other indirect costs.

This fiscal year, the cost of freightage alone increased by 7.3%

to a total of 139.50 billion yen. Because of this, the cost of sales

relative to net sales also increased slightly, from the previous

year’s 69.6% to 71.0% this year. 

By division, cost of sales rose 12.5% in international air freight

forwarding, 2.7% in international ocean freight forwarding, and

7.4% in other operations. On the other hand, cost of sales

declined 26.9% in domestic air transport.

Sales, General and Administrative Expenses

KWE’s sales, general and administrative expenses this fiscal year

rose 2.2% over the previous year to 27.47 billion yen, but the

percentage to net sales declined from 14.4% to 14.0%.

Salaries and employee allowances make up about half of our

sales, general and administrative expenses, which we began

working on spending efficiently fromg the last fiscal year. As a

result, we managed to cut the rate of increase to 1.0% this fiscal

year, compared to 1.8% the previous year, with a final figure of

13.24 billion yen. Provisions for accrued bonuses to employees

increased 6.2% to 722 million yen, and provisions for accrued

retirement benefits to employees decreased 3.3% to 871 million

yen. Amid rising distribution volumes, we succeeded in

restraining cost increases. This fiscal year, provision for retirement

benefits to directors and statutory auditors amounted to 118

million yen, while provisions for doubtful accounts were posted

at 319 million yen. 

Operating Income

Operating income this fiscal year rose 47.8% from the previous

year to 6.26 billion yen. As a result, the operating income to net

sales ratio rose from 2.3% to 3.2%.

The increase in income was a result of our cost-cutting efforts.

For example, despite increases in freight charges, we managed to

reduce our overall cost-to-sales ratio by 0.5% from the previous

year, and cut sales, general, and administrative expenses by

0.4%.

Other Income and Expenses

The net amount of other income and expenses was a loss of 591

million yen for the fiscal year, an increase of 139.3% over the

previous year. The main reasons for this change were reduced

gains on foreign currency exchange, decreased interest expenses,

increased impairment loss, and costs arising from the disposal of

affiliated companies. There was a decrease in income from

foreign currency exchange gain, which fell 44.4% from the

previous year to 596 million yen. There were declines in expenses

in the area of interest payments, which dropped 21.7% from the

previous year to 777 million yen, and in impairment loss, which

declined 51.5% to 180 million yen. However, expenses increased

in terms of expenses connected with disposing of affiliated

companies, which amounted to 305 million yen this fiscal year,

compared to zero in the previous year.
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