
This is President Kado of Kaga Electronics.
Thank you very much for your support and cooperation with our IR activities.

I would like to explain our newly formulated three-year plan, which will start in fiscal 
2025, the Next Medium-Term Management Plan 2027

We released an outline of the plan at the same time as we announced the interim 
financial results on the 6th of this month, but today I would like to explain the plan in 
greater detail.



The first page shows our Company’s philosophy.

Since our founding, we have been aiming to realize our vision of becoming 
“Japan’ｓ No. 1 corporate group in the industry” and “a competitive world-class 
company” based on our management philosophy of “everything we do is for our 
customers.”



This page summarizes the key points we would like to convey today in the form of an 
agenda.

We have organized the questions we have received often from analysts and investors 
since we released the next medium-term plan and the areas they have been most 
interested in into five themes.

The key points are that the minimum management targets for the next medium-term 
plan are net sales of 800 billion yen, operating income of 36 billion yen, and ROE of 
12%, that cash allocation will be focused on growth investments and returns to 
shareholders, and that returns to shareholders will be increased by raising the 
dividend payout ratio and setting a DOE of 4% as a new indicator.

I will explain each of these in more detail on the following pages.



First, I would like to review the achievements made during the term of the current 
medium-term plan.

With regard to the management targets, we achieved the targets for net sales, 
operating income, and ROE in fiscal 2022, the first year of the plan, two years ahead 
of schedule, with the exception of new M&As.
Based on these results, we updated our earnings forecast for the final year in May 
2023 and announced it as the latest outlook, but due to factors that we could not 
have foreseen at the time, such as the prolonged inventory adjustments and wage 
increases, there is a divergence between the fiscal 2024 earnings forecast and the 
latest outlook.

We are working to complete the current plan, and positioning these earnings 
forecasts as “commitments” and the latest outlook as challenge targets.



Next, I will explain the status of our efforts to achieve the four basic policies and key 
issues.

With regard to “further reinforcement of profitability,” we have been working to 
increase the production capacity of our factories in Malaysia, Turkey, and Mexico with 
the aim of strengthening our EMS business. This year, we also built a new factory in 
Mexico, which began operations in April.

With regard to “reinforcement of management base,” we have promoted the 
introduction of tools that utilize digital technology, and also provided inflation 
allowances and wage increases in April of this year.
In addition, we also actively worked on ESG issues as part of our sustainability 
management.

However, with regard to “creation of new businesses,” although we carried out 
business transfers and invested in venture companies, we have not been able to 
achieve significant results in new M&A at this point in time, and we have given 
ourselves a “triangle” (△) rating on this.



From here, I would like to explain our next medium-term management plan.

This page is a brief summary of our risk perceptions, which are mainly influenced by 
the macro environment.

As the Group is expanding it’s operations globally, we are affected not only by 
domestic factors in Japan but also by factors in other countries around the world.
PEST analysis has given us a good understanding of regulatory change and 
geopolitical risks caused by political factors, economic factors such as economic 
downturns in major countries and the risk of sudden exchange rate fluctuations, and 
risks arising from social and technological innovation. By responding flexibly to these 
changes, we hope to build up our competitive advantages.



The next page shows the visual describing the concepts of the next medium-term 
plan.

First of all, the overall big picture is that we aim to achieve net sales of 1 trillion yen 
by fiscal 2028, which is the 60th anniversary of our founding, in order to realize the 
management vision that I explained at the beginning.

With this in mind, we have set the organic sales target at “700 billion yen or higher” 
through earnings growth in existing core businesses. Furthermore, by adding 
inorganic growth through the creation of new businesses and M&As, our 
management target is to achieve net sales of “800 billion yen or higher”.

I will explain the coefficients in more detail on the following pages.



I will now explain the basic policy and priority measures of the next medium-term 
plan.

The basic policy is to enhance corporate value through management that focused on 
profitability and capital efficiency.
I have always advocated profit-oriented management, and while maintaining this 
approach, I will aim to further enhance corporate value by implementing 
management that is even more conscious of capital efficiency.

There are three priority measures.
The first is to further reinforce profitability. In addition to expanding our core 
businesses, we will take on the challenge of M&As and work to create new businesses.

The second is to make our management base more advanced. Here, in order to 
enhance our capital strategies, we have clarified our approach to cash allocation and 
also revised our shareholder return policy.

The third is to further promote SDGs management. We will accelerate our response 
to ESG-related management issues based on the medium- to long-term sustainability 
management plan formulated in November 2021.



Next, let’s move on to our management targets.

With an eye to achieving net sales of 1 trillion yen in fiscal 2028, we have set the 
management target of net sales of 800 billion yen or higher and operating income of 
36 billion yen or higher.
Of these, the target values for organic growth are net sales of 700 billion yen or 
higher and operating income of 35 billion yen or higher. We aim to maintain an 
operating profit margin of 5.0% even in a tough, competitive environment.
The compound annual growth rate from the forecast for this fiscal year is 8.0% for 
net sales and 10.4% for operating income.

In addition, as our basic policy is to emphasize capital efficiency, our target for ROE in 
the final year is 12.0% or higher, with an awareness that the current cost of equity is 
around 10%.



This page shows the breakdown of organic growth by segment.

In particular, we have positioned the EMS business as a growth driver, and as you can 
see, we have set a high target of around 20% average annual growth in net sales and 
operating income.
I will explain our strategies and measures for how we plan to grow the EMS business 
later.

In addition, the electronic components business, which is a trading company business, 
is also our founding business, and we expect steady growth.



Next, I will explain “reinforcing business portfolio management.”

Our basic approach here is to analyze and consider the medium-term direction of 
each business division and group company of Kaga Electronics, based on their growth 
potential and competitive advantages, and to allocate management resources 
appropriately according to that direction.

The specific operations are shown in the conceptual diagram of the framework below, 
where the growth potential of net sales is placed on the vertical axis, the operating 
income margin is placed on the horizontal axis, and it divided into four areas so that 
the current situation of each business can be visualized.

Naturally, we want to move toward the upper right of this diagram, so we will 
implement measures such as allocating management resources with a focus on 
priorities and raising productivity to improve profitability.

In particular, for businesses classified as “pending businesses” in the lower left, we 
will determine their future direction and take measures to move them to the right 
zone, or we will consider internal group restructuring and the carve-out of non-core 
businesses.



This page shows the growth strategies of each company and business in matrix form.

As an independent electronics general trading firm, our basic approach is to maximize 
the strengths of our one-stop service, which covers every step from parts 
procurement to the manufacture and sale of semi-finished and finished products, as 
well as after-sales service.

By developing each business while making the most of the characteristics and 
strengths of each company, we will demonstrate the comprehensive strength of the 
Group.

The sales targets for the final year, based on the organic growth of each company, 
are as follows: 400 billion yen for Kaga Electronics, 260 billion yen for Kaga FEI, and 
40 billion yen for Excel. 



Here, I will explain the global strategy for our EMS business, which is a growth driver 
for us.

The EMS business, which originally started in the 1970s as a “processing” business, 
has grown to the point where we now have 21 bases in 10 countries around the 
world, with our own factories being developed in an order determined by our 
response to customer demand.

With our global production system, which covers five regions of the world, as our 
strength, we will continue to support our customers’ manufacturing and promote 
business development based on the “local production for local consumption” model, 
which is rooted in each market.

The main measures and focus areas in each region are as noted here. Over the past 
ten years, we have steadily expanded our business in each region, and in the next 
three years, we expect growth in Japan, Asia, and the Americas.



Next, I will explain our approach to cash allocation.

Our basic approach is to maintain financial discipline while allocating generated cash 
to growth investments and returns to shareholders as priority areas, with the aim of 
increasing corporate value.

We estimate that we will generate a total of around 60 billion yen in cash flow from 
operating activities over the next three years, and we are thinking of allocating 
around 22 to 30 billion yen to shareholder returns and over 30 billion yen to growth 
investments such as new M&As and increasing production capacity in the EMS 
business.

However, the size of the funds required for M&A may fluctuate significantly, so in the 
event that the amount exceeds the target, we will cover the excess with external 
borrowings. In the event that it is no longer needed, we will allocate it to shareholder 
returns.



Next, I will explain our shareholder return policy.

The three points listed at the top are the main points of our shareholder return policy 
for the duration of the next medium-term plan.

First, we have raised the target for the consolidated dividend payout ratio from the 
previous range of 25% to 35% to 30% to 40%.
We aim to clarify our stance of returning profits more actively to our shareholders 
and to achieve dividend growth in line with profit growth.

Next, we will newly introduce DOE (Dividend on Equity ratio) as an indicator for 
ordinary dividends, and aim to pay stable and continuous dividends with a target of 
4%.

Finally, we will flexibly implement special dividends and acquisition of treasury shares 
as measures in line with profit levels and capital efficiency.



As part of our efforts to implement SDGs management, we aim to achieve the targets 
set out in our Medium- to Long-Term Sustainability Management Plan for each of the 
themes of environmental, social, and governance, while also playing an active role in 
realizing a sustainable society and working to achieve sustainable growth in corporate 
value.



Finally, I would like to take this opportunity to say a few words about management that is 
conscious of cost of capital and stock prices.
This is an update of the policy we announced in January this year.

First, we are aware that at present, ROE has been above the cost of equity, but has been on 
a downward trend for the past two years. In addition, the PBR has been on a clear upward 
trend since the previous medium-term management plan, and it was above 1.0x from 
February 2023, but it has been below 1.0x since the sharp fall in the Japanese stock market 
in August.

There are no major changes to the four points of our future initiatives.
We will continue to proactively disseminate information so that the stock market can fairly 
evaluate our management initiatives that I explained today, such as steady implementation 
of the next medium-term plan, improvements to shareholder satisfaction through a review of 
the dividend policy, and promotion of SDGs management. 

That concludes my explanation.

Thank you.




