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Based on record financial performance, we are 

rebuilding our strategy to enhance long-term 

corporate value. 

 

I begin this year’s message with a sense of pride in the over 5,000 employees of the 

Nikke Group. Thanks to your efforts, in fiscal 2019 we earned ¥10.4 billion in operating 

income on net sales of ¥126.4 billion. This exceeded our targets of ¥120.0 billion in net sales 

and ¥9.0 billion in operating income stated in the first mid-term plan within the Renewal Nikke 

(RN) 130, the Nikke Group’s 10-year long-term vision. As a result, operating income grew 

for the tenth consecutive year, and net sales and each type of income reached record highs 

for the third consecutive year. These results could not have been achieved without our 

shareholders, customers, government agencies, local communities, and most importantly, 

our employees who worked tirelessly to meet targets. I can’t thank you all enough. 

 

 

 

 

 

Operating income (millions of yen) 

(November) 
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Changes in the Economic Climate and 

the Impact of COVID-19 

 

I believed that fiscal 2019 would be the year that tested the 

true value of the business model we had built so far. This year 

marked the end of the long-term economic recovery from the 

2008 global financial crisis, and both trade and investment 

slowed due to friction between the U.S. and China. We had built 

this model on business reforms that eliminate divisions 

between our textile and non-textile operations and treat all 

business segments as our “main business.” The fact that we 

again managed to end the year with record-level income and 

achieved growth for the tenth consecutive year demonstrates 

that our business model is one that reduces income volatility 

and achieves stable growth. 

That said, it has been impossible to predict the impact of the 

COVID-19 pandemic that the world is currently facing. I initially 

assumed that unlike earthquakes and other natural disasters, 

the pandemic would not cause damage to facilities nor affect 

the supply side. Yet the impact we felt via disruptions in the 

supply chain could not be ignored. On the demand side, I had 

initially expected to see a decrease in external demand, mainly 

from China, which would have had little impact on our company. 

However, as the outbreak escalated worldwide, leading up to 

the declaration of a state of emergency in Japan, we saw a 

drastic downturn in both domestic and international demand. 

Early on in the pandemic, a certain economist commented 

that the spread of COVID-19 would not affect corporate value. 

Because demand would be carried over and not lost, a 

company’s outcome would be decided by whether or not it has 

the ability to hold out until the outbreak is contained. However, 

the situation has since become more serious and has required 

more long-term resilience than was initially anticipated. Here I 

would like to emphasize once again that our business model is 

a resilient one. It is based on the survival skills that our finance 

department and business units gained as they overcame long, 

severe hardships faced by the textile industry in the past. It was 

built to be able to handle tail risks such as the global financial 

crisis. And it is grounded in a sound financial standing, 

adherence to our strong cash generation capacity, and 

attentiveness to relationships with financial institutions and 

business partners. Furthermore, in spite of the stay-at-home 

order and other COVID-19 containment measures, some of our 

businesses have expanded—a reminder that the business 

diversification strategy we have been pursuing also benefits us 

through risk diversification. Though infections continue to 

spread, and the situation is worsening worldwide, I am 

confident that we have the experience, knowledge, and ability 

to persevere until the outbreak is contained. 

  

I am confident that we have the experience, knowledge, 

and ability to persevere until the COVID-19 outbreak is 

contained. 
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A recap of the Nikke Group business 

model: Strengths and challenges of each 

business segment 

 

I often hear from shareholders that diversification makes it 

difficult to grasp who we are as a company. Let me explain our 

business model again. We are a corporate group comprising 

four business segments: Textile & Clothing Materials, Industrial 

Machinery & Materials, Human & Future Development, and 

Consumer Goods & Services. Our business model is to 

secure stable cash flow from both the Textile & Clothing 

Materials segment, which has stable demand centered on 

uniforms, and the Human & Future Development segment, 

which generates rental income mainly from real estate 

development. Meanwhile, we maintain an overall balance 

across all segments, including the Industrial Machinery & 

Materials segment, which focuses on the automotive 

industry and other growth businesses, and the Consumer 

Goods & Services segment, which is responsible for the 

Group’s trading, logistics, and e-commerce businesses. 

Through all this, we cultivate growth drivers through 

development, investment, and M&A while hedging risks. 

 Textile & Clothing Materials 

 

Securing a stable base of income and using that cash to 

venture into new growth segments has been a part of our DNA 

since the time of our founder, Seibe Kawanishi. During Japan’s 

Meiji period (1868–1912), Seibe attempted to make modern 

western-style garments using imported wool. 

He started out by manufacturing red blankets (called aka 

getto), which were popular as garments at the time. He then 

secured stability by founding a business around the special 

demand for military uniforms during the Russo-Japanese War. 

With these funds, he expanded into the electric rail and aircraft 

businesses, heavily investing in advanced technologies and 

achieving great results. 

The Textile & Clothing Materials segment inherits this 

tradition, and yet people are often surprised to hear that it is a 

stable line of business. In general, textile businesses are 

greatly affected by climate and fashion trends. However, the 

core of our sales and income is in the uniform business, mainly 

We will secure cash flow in Textile & Clothing Materials 

and Human & Future Development, and cultivate 

growth drivers such as development, investment, and 

M&As in Industrial Machinery & Materials and 

Consumer Goods & Services. 
In general, textile businesses are greatly affected by 

the climate and fashion trends—so it may come as a 

surprise that this is a stable segment. 

However, the core of our sales and income is in the 

uniform business, mainly school uniforms, where 

demand is stable. 

 
   

Business Model 

Cultivating growth 

drivers 

Consumer 
Goods & 
Services 

Industrial 
Machinery & 

Materials 

Textile & 
Clothing 

Materials 

Human & 
Future 

Development 

Base 

M & A 
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school uniforms, where demand is stable. Our customers are 

widely distributed throughout Japan and encompass both 

traditional and prestigious selective schools. I am sure that 

many readers of this message in Japan have worn school 

uniforms before. Over half of you likely spent three to six years 

or more of your fantastic youth wearing school uniforms woven 

by our company. Although the quality of natural wool changes 

from year to year, each year we provide the same color of 

fabric to all students of all grades using techniques that 

are close to a form of art. For over a decade, we have 

stored the recipes for over 15,000 schools specifying the 

exact colors and patterns they require for differentiation. 

We have the manufacturing capacity to supply our 

products  1  all at once, just once a year at enrollment, 

and we bear the financial burden in doing so. All of these 

factors are high barriers to entry that give us a competitive 

edge. However, this business segment must deal with the 

challenge of demographic change in Japan, especially 

regarding the declining number of students. 

 Human & Future Development 

 

When Textile & Clothing Materials was still our core 

business segment, we had another challenge—the length of 

the gestation period until our threads became uniforms, and the 

costs we bore in order to provide uniforms to students all at 

once upon enrollment. Maintaining liquidity of funds was a 

challenge during slumps in the textile industry. Now, these 

periods are covered by the stable rental income we earn 

through Human & Future Development, a segment that 

includes urban development of the former sites of factories that 

have relocated overseas. 

 

Generally speaking, many companies in the textile industry 

held vast real estate due to their long histories. When faced with 

a recession, there are three main ways they handled real estate 

left idle after restructuring or relocating factories overseas: sell, 

entrust management to real estate agents, or self-management. 

We chose the third policy focused on self-management. This 

decision was influenced by the relationships we had with the 

local governments and residents, including our employees, in 

areas where we had operated factories for a long time. 

Records from that time show that we began developing the 

Nikke Park Town shopping center on the site of a former factory 

in Kakogawa, Hyogo Prefecture, based on a request from the 

local government to promote the region and work together with 

them toward future development. At Nikke Colton Plaza  2 in 

Ichikawa, Chiba Prefecture, development was based on our 

over half-century relationship with the local community. Its main 

objectives were promoting development of the city, serving as 

a community center, and fostering a sense of unity with the 

community by providing a place for leisure, sports, and 

relaxation in order for the city and our company to prosper 

together. We provided land and facilities for public use, and 

these facilities became indispensable to the city and its 

residents. The long-term care and licensed nursery school 

businesses we are developing here were also launched to meet 

community needs. We also based renovations of Nikke Park 

Town on the concept of “services tied to the local community.” 

Why are do real shopping centers draw crowds in an 

age of e-commerce? Our answer is experiential 

consumption, based on a concept of lessening the 

burden of childcare. 

   

 1    2  
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These include cooperation with the Kakogawa Central City 

Hospital, which was built at the same time adjacent to the 

shopping center, and the opening of the Kakogawa Civic Center 

to provide administrative services in the main building. Our 

Human & Future Development segment has developed 

alongside local communities, becoming an integral part of 

the communities and giving us a competitive advantage. 

In addition, self-management of our own land has resulted 

in higher profitability than if we had outsourced management to 

other companies. Not only do the cost advantages enable us to 

create better facilities, but we also accumulate our own 

expertise. Both shopping centers have been in operation for 

about 30 years. We are renovating them based on the concept 

of “creating livable, child-friendly cities,” focusing on large kids’ 

amusement facilities such as Pure Heart Kids Land to meet the 

needs of the community and economy. I believe that elderly and 

childcare are essential, if not the most important, functions for 

society today, especially in terms of female participation in the 

workforce. I heard that one of our investors who saw Nikke 

Colton Plaza came to interview us, asking why our physical 

shopping centers continue to draw crowds in an age of e-

commerce. Our answer is experiential consumption, based on 

a concept of lessening the burden of childcare. The same is 

true for our proactive approach to the long-term care business. 

This is because I myself am a caregiver for my parent, and I am 

keenly aware that I would not have been able to devote my time 

to managing the Nikke Group if society did not have this 

framework. 

 

Some investors have suggested that our business segment 

focused on urban development would be easier to understand 

if it were named the “Real Estate Business Division.” However, 

Human & Future Development is not just about real estate. It is 

also about developing a future for community members, 

children and their families, as well as long-term care. Our desire 

to build a future for people is why I gave this business segment 

its name when I was in charge of it. I believe that the unique 

characteristics of our business based on this history have given 

us a strong competitive edge. In an interview with an analyst, 

we were honored to receive their opinion that we are one of the 

most ingenious companies of clothing textile origin involved in 

idle land management. However, the challenge faced by this 

segment is that some of its businesses have become less 

profitable over time, and we must continue to constantly review 

and redevelop these businesses. 

 Industrial Machinery & Materials 

 

The Industrial Machinery & Materials segment comprises 

the Nikke Machine Manufacturing Corp., which is our textile 

I am often asked why our FA business is strong in the 

automotive industry. This may be answered by a 

remark made during a meeting by one of our foreign 

investors—that many Japanese auto companies, such 

as Toyota, come from the spinning machine industry. 
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 3   

factory repair department that developed into an independent 

entity; Ambic Co., Ltd., a wool felt manufacturing and sales 

company that joined the Group around 30 years ago; Gosen 

Co., Ltd., which provides a variety of strings; and Emi 

Corporation, which handles foreign trade, among others. 

Among these, business was particularly strong last fiscal year 

in factory automation (FA) handled by the Nikke Machine 

Manufacturing Corp. Our performance was supported by 

investment demand in new fields such as electronic vehicles 

(EV) and automated driving. I am often asked why our FA 

business is strong in the automotive industry. This may be 

answered by a remark made during a meeting by one of our 

foreign investors—that many Japanese auto companies, such 

as Toyota, have backgrounds in spinning machinery. In fact, the 

textile industry—a major industry in Japan at the time—

attracted the most advanced engineers in the nation. Since the 

company’s founding as Nikke Machine Manufacturing Corp. in 

1970, we have built close relationships with key clients with 

whom we still do business today. I believe that our strength lies 

in our long-term business relationships and the technologies 

and trust we have built up through those relationships. In 

addition, demand for Himelon®  3 , a felt manufactured by 

Ambic Co., Ltd. that is used for noise reduction in vehicles, 

is expected to grow further as consumers shift to EVs. This 

product is used by major manufacturers for its high quality, 

and we boast a competitive edge in this field. However, 

development in this segment has been largely confined to 

Japan. Our challenge for the future will be expanding overseas. 

Consumer Goods & Services 

 

The Consumer Goods & Services segment handles sales 

and distribution services within and outside the Group. It is 

centered on Nikke Shoji Co., Ltd., which manufactures and 

sells blankets, our very first business at founding. We also deal 

in bedding and disaster blankets, as well as hobby and craft 

items that began with our hand knitting yarn business, and 

miscellaneous household goods. Many of these companies 

have joined us through M&A since the late 1980s. They 

stimulate the Group and have become core to our 

diversification efforts. The e-commerce business that has newly 

joined the Group will play a central role in strengthening 

cooperation among our group companies and handling sales to 

customers. In the future, our challenge will be to grow e-

commerce so that it can compensate for the decline in sales at 

physical stores. 

Ongoing business portfolio review, M&A, 

and human resources 

 

We received positive feedback from many of our investors 

on last year’s message, in which we stated that we are 

Many companies have joined us through M&A since 

the late 1980s. They stimulate the Group and have 

become core to our diversification efforts. 

We remain proud of the fact that our business model 

has brought us 10 consecutive years of income 

growth. Through this model, we diversified through 

reforms that positioned all of our segments as core 

businesses, and we maintained our competitive 

advantage in each segment by fearlessly approaching 

change. 
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diversifying our enterprise with full awareness of the 

“conglomerate discount.” In addition to the significance of 

business diversification for dealing with tail risk and risk 

hedging, as I mentioned earlier, we also diversified through 

reforms that positioned all of our segments as core businesses, 

and we maintained our competitive advantage in each segment 

by fearlessly approaching change. We remain proud of the fact 

that this business model has brought us 10 consecutive years 

of income growth. 

As for the question of whether diversification will result in 

inefficiencies, we rigorously scrutinize our M&A deals  4, new 

investments, and the operational effectiveness of our existing 

businesses and assets on an ongoing basis. Assuming that our 

capital costs are about 4%, we have established investment 

criteria based on a minimum return on invested capital (ROIC) 

of 5% above the cost of capital and a target of 8%. Another 

guideline for M&As is that the goodwill that arises in a 

transaction should be recovered in five years through the 

operating income of the acquired company. The person who 

has the final say in an investment depends on the amount of 

money involved. Many of the deals that our business units dare 

to tackle are first scrutinized by the management team. I myself 

have rejected several deals after engaging in intense 

discussions about them. Furthermore, we also emphasize the 

independent profitability of each existing company and 

business, and we do not provide easy group financing or 

support. Based on the results of this scrutiny, we are in a sense 

constantly renewing our business portfolio. 

We have set up a dedicated team for M&A that works with 

each business unit to execute deals. We pursue M&A with the 

company’s competitiveness in mind. Taking an investor’s 

perspective, we seek to acquire companies with high 

barriers to entry and competitive advantages, regardless 

of their size. In addition, one of our investors pointed out that 

because we so effectively utilize the idle assets of companies 

we acquire, our M&A activities appear to consider whether or 

not there is room to utilize these assets in the first place. Since 

we have been able to increase profitability by doing so, this 

observation may be true. 

Our M&A activities are also said to be characterized by an 

emphasis on the culture of the company being acquired. This is 

because the D2C approach in marketing is essential due to the 

rise of social media. We are aware that rather than a flat, 

monotone corporate group with the same culture, we need to 

become a platform for diverse enterprises capable of building 

close relationships with individual customers by embracing 

different values, worldviews, and lifestyles. 

Finally, the purpose of M&A is to bring in business fields, 

growth potential, and above all, human resources that we do 

not currently have. In the field of e-commerce, for example, we 

entrusted the role of president of several of our companies—

including existing operations—to a president who joined us 

through M&A. In addition, mid-career hires and employees with 

long track records at our subsidiaries are competing with our 

regular employees to produce outstanding results. 

Having gathered these human resources, we have now 

become a group that is highly conducive to startup endeavors. 

We can easily set aspirations based on our management 

philosophy, gather colleagues for the prospective business, and 

sometimes even acquire companies to grow and expand the 

business. We then use our financial base and 

creditworthiness to raise the necessary funds and meet 

the people we need to develop the new business. It is my 

hope that our group will be run by such entrepreneurs and 

KPI: Number of 

M&A deals 

2013–2019 cumulative 

total 

13 
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ambitious individuals as they compete with each other 

based on the strengths of their businesses. This style of 

management will allow each group company and the content of 

their businesses to change in response to market changes. The 

reason why people say that our group is difficult to comprehend 

is likely a consequence of this management approach I have 

taken.  

One year to form a mid-term plan for 

improving long-term corporate value 

 

In the current fiscal year, we forecast a decrease in income 

due to development of infrastructure for commercial facilities, 

reorganization in the field of telecommunications, and other 

planned measures for the future. Additionally, we will not see 

special factors that were present during the previous fiscal year, 

such as the successful sale of real estate for sale, stronger-

than-expected performance in our FA business, and large 

orders for construction work. 

We had originally assumed that this year would be devoted 

to preparing for the next medium-term plan. We also 

deliberately postponed the announcement of next term’s mid-

term plan for one year. To indicate the direction of this mid-term 

plan, I instead had five pages titled “Toward Achievement of the 

RN130 Vision” added to materials for the financial results 

briefing held in January. This is because I believed that we 

would not be able to convey our medium- to long-term direction 

to our investors without it. 

 

Now, allow me to discuss the direction of our next mid-term 

plan. First, in the Textile & Clothing Materials segment, which 

faces the challenge of a shrinking domestic market, especially 

in terms of the number of students, we will first develop the 

school uniform business in China. Our goal is to maximize 

domestic profits and maximize overseas growth. The Xi 

Jinping administration has announced a policy to switch 

school uniforms in China from conventional track suits to 

blazers. We will target their need for high-end school 

uniforms. The Chinese market  5  has about 13 times as 

many students as Japan, and the number of students in 

international schools and elite private schools in China 

alone is roughly equivalent to the size of the entire 

Japanese market. In addition, Daiichi Orimono Co., Ltd. joined 

the Group in February. This company boasts advanced 

technology in synthetic fiber textiles that are different from ours, 

as well as strong sales to high-end European Maisons. We will 

dispatch top designers from our textile division to develop new 

textile materials made of natural wool and synthetic fibers and 

actively promote their use internationally. 

 

In the Machinery & Materials segment, we will tackle the 

challenge of overseas expansion. Emi Corporation, the 

international trading company that joined the Group in 2017, will 

be responsible for the overseas development of Himelon®, a 

noise-reducing felt that is performing well in the Japan market. 

In addition, the need for high-performance filters for 

environmental use is growing amidst severe air pollution in 

China. We will expand sales of these filters to waste 

incineration facilities, and in conjunction with this, we will make 

In the current fiscal year, we forecast a decrease in 

income due to development of infrastructure for 

commercial facilities, reorganization in the field of 

telecommunications, and other planned measures for 

the future. Additionally, we will not see special factors 

that were present during the previous fiscal year, such 

as the successful sale of real estate for sale, stronger-

than-expected performance in our FA business, and 

large orders for construction work. We had originally 

assumed that this year would be devoted to preparing 

for the next mid-term plan. 

 5  Comparison of the 

number of students in 

Japan and China 

Japan (thousands) China (thousands) 

Public 

Private 
Private 

Public 

Source: Education Statistics in Other Countries, MEXT, 2018. 
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a capital investment of ¥700 million for their production at our 

plant in China. Many Japanese companies originating in the 

textile industry shifted their focus to domestic demand during 

the textile recession, and we are no exception. Going forward, 

it will be critical for us to expand the Group’s products overseas 

and increase our ratio of international sales by developing, for 

example, Emi Corporation as the international trading arm of 

the entire Group. 

In the Human & Future Development segment, we face the 

challenge of ongoing review of existing assets under 

management. We will comprehensively develop the area 

south of the Nikke Colton Plaza, where there is still room 

for development. We will expand our real estate for sale 

business, which achieved significant results last fiscal 

year. Finally, we will expand the now-competitive Pure Heart 

Kids Land nationwide, as well as the sports school and long-

term care businesses. 

In the Consumer Goods & Services segment, our challenge 

is to further expand the e-commerce business. We will promote 

our e-commerce business overseas utilizing the products of the 

Nikke Group, improve our D2C ratio, and promote the shift to 

the SPA (specialty store retailer of private label apparel) model. 

 

In fact, some expressed the opinion that we should present 

our mid-term plan alongside this fiscal year’s forecast of 

decreased sales and profit. I was aware of this when we 

deliberately postponed the announcement for one year. I made 

this decision because during process of drafting the mid-term 

plan, the reports I received from the heads of the business units 

responsible for leading the next generation exceeded what I 

had initially envisioned when I set the “RN 130 Vision.” I felt that 

we should elaborate on and concretize the next mid-term plan 

for achieving these higher goals before we presented it to our 

investors. Postponing the announcement was also appropriate 

in light of the changes in the economy and business 

environment caused by the recent spread of COVID-19. Please 

look forward to the forthcoming announcement of the next mid-

term plan.  

ESG Initiatives 

Recently, much attention has focused on environment, 

social, and governance (ESG) initiatives and Sustainable 

Development Goals (SDGs) that aim to realize a sustainable 

society. However, for the past 120 years, we as a company 

have been handling natural wool, a sustainable material 

intertwined with the history of humankind for some 6,000 years. 

We have been strongly embedded in the culture of 

sustainability through our business activities ever since our 

founding, as indicated by our management philosophy: “The 

Nikke Group will meet every challenge with passion and pride 

as a corporate group that is gentle and warm toward people 

and the planet.” 

Environment 

I will first address our Environment initiatives. People are 

criticizing fast fashion due to its use of micropolyester, which is 

implicated in ocean pollution, and other environmental 

concerns. They are shifting toward slow fashion, choosing 

instead wool that can be returned to nature and quality clothes 

that can be worn for a long time. This is a favorable 

development for us in the wool industry. Last year, our 

business performance was supported by the adoption of 

Plabina®  6 , a new, environmentally-friendly material 

made from a blend of plant-derived polyester and wool, for 
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use in uniforms by major electric railway companies and 

others. 

Let me mention a few other examples. In fiscal 2019, 31 

high school students from schools that use our fabrics 

participated in the Nikke ZQ Environmental Education Support 

Program. This program allows students to experience ZQ wool 

processing in New Zealand, where traceability of natural fibers 

has been established. Initiatives involving students such as this 

one have long been the foundation of our uniform business. 

And then there is our high-performance environmental-use filter 

business, which is targeting waste incineration plant equipment 

to combat air pollution in China. Finally, taking profitability 

into consideration, we converted a facility that had 

operated as the Nikke Golf Club Tsuchiyama Course for 

about four decades into a mega solar farm  7  with 

approximately 55,000 solar panels. Before it became a golf 

course, this facility was a ranch. As a remnant from its past, 

weed control at the facility is handled by five sheep, including 

the sheep that serves as our corporate mascot. This is just one 

example of our ongoing review of land management. 

Social 

 

Next, our Social initiatives. Last year in the Textile & 

Clothing Materials segment, we opened the NIKKE Institute of 

Education  8 . This institute conducts research on the benefits 

of our school uniforms from the perspectives of eliminating 

clothing disparity, safety, and disaster prevention, based on the 

principle of leave no one behind. 

My thoughts on the name “Human & Future Development” 

are as I mentioned earlier. Last year, Nikke Colton Plaza in 

Ichikawa won the “Community Symbiosis Award”  9  at the 

21st Developer & Tenant Awards hosted by Senken Shimbun, 

a daily Japanese fashion newspaper. This award recognized 

the shopping center’s dedication to and symbiosis with the local 

community, as exemplified by events such as the 31st Bon 

Dance Festival 10 (a Japanese Buddhist folk-dance festival 

held during the summer to honor the spirit of one’s ancestors). 

As a form of internal recognition, last year we presented the 

recipients with the Nikke Group’s Foundation Anniversary 

Award. At the ceremony, an awardee commented, “This is not 

the 30th time the Bon Dance was held. It’s something we’ve 

been doing with the local community ever since the days of the 

Nakayama Plant before that.” This tradition of contributing to 

the community is one of our strengths. At the same ceremony, 

another awardee commented, “Actually, in my family, my 

grandfather, father, myself, and my son have been working for 

the Nikke Group for four generations.” This greatly moved me. 

My ideal is for us to be a company that employees would want 

their children to work for, and a corporate group that the children 

of our employees would want to work for. I believe the image 

required of a company in a sustainable society is what the Nikke 

Group has maintained for the 120 years since its founding. 
My ideal is for us to be a company that employees 

would want their children to work for, and a corporate 

group that the children of our employees would want 

to work for. 

 7   
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Governance 

 

Last but not least, Governance. I believe that our 120-year 

history is a testament to the importance we place on our 

relationships with our shareholders, customers, government 

agencies, local communities, and employees, and the trust we 

have earned from them. Since early on, we have been 

actively working to strengthen our governance system. In 

2004, we established the Advisory Board (appointment and 

remuneration). In 2006, we introduced an executive officer 

system and invited outside directors. In 2010, we appointed 

three independent directors (outside directors), who make up 

more than one-third of the board. And these are just some of 

the measures we have taken. 

One of the topics last fiscal year was reviewing the 

remuneration system for internal directors. After discussing it 

with the Advisory Board, we decided to add performance-linked 

remuneration for progress and achievement of the mid-term 

management plan to the existing fixed remuneration and 

performance-linked remuneration for annual performance. This 

change is to promote the Group’s sustainable growth and 

increase corporate value over the medium to long term. It will 

be effective from this fiscal year. We also increased the 

maximum remuneration amount for directors for the first time in 

13 years. We did this in consideration of the fact that our 

business performance expanded during this time, including our 

achievement of 10 consecutive years of growth in operating 

income. Another reason was that a shareholder relations officer 

in our Shareholder Relations Meeting suggested that we 

increase our executive remuneration. It was worth listening to 

the opinion that appropriate remuneration is necessary for 

executive officers to take on riskier business challenges and 

increase profits. This was a surprising viewpoint to me, as I had 

thought that less was seen as better. 

To Our Shareholders 

 

In this year's message, I have tried to answer some of the 

questions that investors and shareholders have been directly 

asking me and our IR staff about our company. I hope this has 

helped you to better understand who we are. Now, I will turn to 

some topics that I have not yet addressed. First, let’s talk about 

treasury shares. So far, we have not used treasury shares in 

M&A of unlisted companies. This was partly due to our belief 

that the majority shareholder seller of the companies we 

acquire should not be exposed to the risk of fluctuations in our 

shares. Some people have asked us whether we will retire the 

shares. However, we believe that there is ample room to utilize 

these shares if we consider future partnerships with large listed 

companies. That said, if our cost of capital is around 4%, we 

may also decide that conducting M&A by issuing bonds or 

borrowing money has more advantages, considering that we 

have an A credit rating. 

It was worth listening to the opinion that appropriate 

remuneration is necessary for executive officers to 

take on riskier business challenges and increase 

profits. This was a surprising viewpoint to me, as I had 

thought that less was seen as better. 

Our basic policy for shareholder returns is to maintain 

(not reduce) dividends, and to increase dividends in 

line with earnings with a target payout ratio of 30%. 
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Next, let’s talk about cross-holdings. During the period 

covered by the previous mid-term plan, we reduced cross-

holdings of 19 companies (8 companies were partial), or by 

about ¥2.2 billion on a book value basis. For each company in 

which we hold shares, we carefully examine the purpose of 

holding the shares and whether associated benefits and risks 

are commensurate with the cost of capital. Currently, the 

dividend yield of our holdings is higher than our capital costs on 

both a book value and market value basis. As for the financial 

institutions, we are handling them in a fluid manner depending 

on the situation. For your information, however, I would like to 

add that they are important clients of our uniform business, and 

the renewal of their uniforms enriched our earnings last fiscal 

year.  
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Let’s now talk about our anti-takeover defenses. Our plan 

does not aim to uniformly implement defenses, but rather to 

secure information and time from the large-scale buyer in order 

to enable our shareholders to make appropriate decisions. This 

is a topic on which we receive plenty of feedback from investors, 

and we have been actively discussing it within the company. 

We will continue to examine the issue from the perspective of 

protecting the interests of our stakeholders, especially those 

who hold our shares over the long term. However, I believe that 

the most effective anti-takeover defense is nothing other than 

raising the stock price. 

Finally, allow me to reiterate our policy on returns to 

shareholders. We have kept our dividend policy of maintaining 

(not reducing) dividends, and we have raised dividends in line 

with earnings, aiming for a payout ratio of 30%. In addition, in 

years when capital investment is low, we have actively 

repurchased our shares to provide comprehensive return to 

shareholders. Our return on equity (ROE) target was set at 

7% by the end of fiscal 2019, the final year of the first 

medium-term management plan. We achieved 7.24％ 11. 

We will aim for an even higher ROE in the next mid-term plan. 

In recent years, there has been much discussion about the form 

corporate management should take. The Business Roundtable, 

an association of CEOs in the United States, declared changes 

to its shareholder-first policy, and the Davos Forum advocated 

“stakeholder capitalism,” for example. 

However, I believe that the interests of shareholders are not 

seen to be as important as those of other stakeholders in Japan. 

We will continue to exchange opinions with our shareholders 

and investors and reflect their views in how we structure our 

management in order to enhance our corporate value. As a 

“corporate group that is gentle and warm to people and the 

planet,” we aim to be a company that is gentle and warm, 

especially to our shareholders. 

 

  

Target achieved! 

7.24% 
Target achieved! 
2019 performance  11 

ROE 

Target: 7.0% 
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In Closing 

Since becoming president, I have been making rounds of 

all of our group companies in Japan and overseas. As much as 

possible, I try to talk to each employee while I am there. I ask 

the leaders there to make the company into an attractive place 

to work with attractive jobs, and to make it a company that treats 

workers well commensurate to performance. 

At one plant in Qingdao, China, I talked to each of the 

section chiefs and was very happy to confirm that they all 

fully understood Nikke’s policy of taking on the Chinese 

school uniform market. Each section and each individual 

was thinking seriously about what they needed to do to 

make it a reality. 

At present, COVID-19 infections continue to rise and there 

are concerns about its impact on profits. However, I believe that 

the most important thing we should be focused on is the safety 

of our employees. For example, we took the emergency 

measure of extending the closure period of our Chinese 

subsidiaries during the Chinese New Year. 

Since this decision was made before the Chinese 

government announced the same policy, I was happy when I 

received a report from the general manager of a Chinese 

factory about employee sentiment there. They commented that 

Nikke takes good care of its employees and that they were glad 

to have joined the company. 

And, even in these circumstances, there are Japanese 

expatriates who dared to return to China from Japan for the 

Chinese New Year; Chinese employees who are operating 

factories; employees who take charge of operations that 

inevitably involve contact with many customers; and employees 

of children’s facilities and long-term care homes whose 

business continuity is essential to society. I am proud of their 

sincere commitment to their work. I am convinced that the 

relationships of trust we have with our employees is the 

only thing that can improve our long-term corporate value. 

I began this fiscal year’s message with pride in our employees 

for achieving our medium-term management plan, and I would 

like to conclude it with pride and gratitude for their hard work in 

the face of the COVID-19 pandemic. Thank you so much. 

 


