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Presentation 

 

Moderator: Thank you very much for taking time out of your busy schedules today to participate in our 
financial results briefing for Q2 of the fiscal year ending March 31, 2023. 

In attendance today are Mr. Ando, Chairman and CEO; Mr. Seta, President and COO; and Mr. Yamanaka, 
Executive Vice President and General Manager of the Supervisory Office. 

First, CEO Ando will explain the financial results, followed by a question-and-answer session. The entire 
briefing is scheduled to last for approximately one hour. 

Now, Mr. Ando will start the explanation. Mr. Ando, please go ahead. 

Ando: Hello, everyone. Thank you very much for taking time out of your busy schedules to attend our financial 
results briefing for Q2 of the fiscal year ending March 2023. 

As announced by the executive office, the Q&A session has been changed from a chat format to a system that 
allows two-way communication with you. I will now explain the results while referring to the materials, and 
then we will move on to the Q&A session. We would be happy to take as many questions as possible as time 
permits. 

 

Now, please see page four. This shows the key points for today. 

The first is the consolidated financial results for Q2. Looking at the used vehicle distribution market from April 
to September, new vehicle sales continued to experience prolonged delivery times and order suspensions for 
some models. There was a decline in the number of used vehicles by way of replacement with new vehicles. 

Looking at the auction market as a whole, both the number of vehicles offered and the number of contract 
completions declined YoY, with 96.2% and 98.2% of the respective year-before levels. However, USS Co., Ltd. 
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secured the same level of vehicles offered as a year earlier. In addition, the number of contract completions 
was 103.7% of the year-before level, showing our competitiveness. In the consolidated results, all sales and 
profit items reached record highs. 

The second point is the consolidated earnings forecast for the fiscal year ending March 2023. We have revised 
upward our full-year forecast by adding to the previous full-year forecast the amount by which we exceeded 
the plan for H1 of the fiscal year. Looking at the business environment in H2 of the fiscal year, the number of 
new car registrations was on a recovery trend in September and October. The number of vehicles consigned 
at USS Auctions was 106.8% of the prior-year level in September and 110.9% in October, indicating that the 
entire used vehicle market has been on a recovery. We believe that the plan for H2 is fully achievable. 

The third point is shareholder return. We have revised upward our annual dividend forecast per share to 
JPY67.50. We repurchased treasury shares in H1, and we have raised the dividend amount in order to secure 
a consolidated dividend payout ratio of at least 55%, which is our basic policy regarding dividends. 

 

The slide you are looking at is the consolidated financial results for Q2 of FY2022, as I explained in the financial 
highlights. 

Net sales were JPY42.4 billion, 106% of the year-before level and 103% of the initially planned amount; 
operating profit was JPY21.2 billion, 103% of the prior-year level and 101% of the initial plan; and ordinary 
profit was JPY21.5 billion, 103% of the year-before level and 101% of the plan. Profit attributable to owners 
of parent was JPY14.6 billion, 102% of the year-before level and 99% of the plan, and all sales and profit items 
posted record highs. 
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Next is net sales and operating profit by business segment. 

First, we reclassified the segment classifications, beginning with the disclosure of Q2 FY2022 results, 
establishing the recycling business, which was included in the other category, as an independent segment. As 
I will explain later in the recycling segment, we divide the segment into the recycle business and the industrial 
plant recycle business. The former includes the ferrous and nonferrous metals recycling business conducted 
by our subsidiary ARBIZ Co,. Ltd. The latter includes demolition work of properties conducted by SMART Inc. 
as the primary contractor. I will provide the details for each segment later in this presentation. 
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This chart shows the reasons for the YoY change in operating profit. 

First, in net sales, various fees increased due to a rise in the contract completion rate. The used vehicle 
purchasing and selling business also performed well on the back of an increase in gross profit due to soaring 
auction market prices. In recycling, there was an increase in the number of orders for large-scale demolition 
projects in the industrial plant recycle business. We believe this is the result of continued strong performance 
from the previous fiscal year. 

We also saw an increase in the low-priced used vehicle purchase guarantee business. In some sections of its 
auction venues, USS conducts auctions for old and low-priced vehicles with high mileage, offering guaranteed 
purchase prices. The increase in the overall used vehicle market boosted the unit guaranteed purchase price 
of low-priced vehicles.  

The increase in cost of goods sold, a factor in the cost of sales, was also due to higher resale prices for low-
priced vehicles with guaranteed purchase prices. Other factors contributing to the cost of sales include higher 
purchase prices from users due to the soaring auction prices in used vehicle purchasing and selling. 

The increase in purchases was due to an increase in the number of large-scale property demolition projects 
handled by the industrial plant recycle business. 

In addition, there is no significant change in SG&A expenses. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
6 

 

 

Next, the consolidated balance sheets show that the equity ratio was 77.2%, indicating a continuously high 
level of financial stability. 

 

From here, I would like to explain the trends in the automobile market. 

I already explained the trends of new and used vehicles at the beginning of this presentation. Used vehicle 
exports have a significant impact on the overall demand in the auto auction market. In H1 of the current fiscal 
year, used vehicle exports were down about 5% YoY, due in part to a shortage of containers and rising ocean 
freight costs. Currently, demand is growing very strong especially exports bound for Malaysia. 
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I would now like to explain the auto auction segment. I will provide a detailed explanation from the next page 
onward. 

 

The slide you see shows the changes in the unit price per contracted vehicle for USS and the overall industry 
excluding USS since January 2019. 

Since around May 2020, due to the coronavirus pandemic, the auction market has been soaring and the unit 
price per contracted vehicle has also been rising as demand for used vehicles as a means of transportation 
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increased, used vehicles were in short supply due to the reduced production of new vehicles caused by the 
global shortage of semiconductors, and the yen continued to depreciate. 

As you can see, the difference between USS and the industry average excluding USS was about JPY200,000 
around January 2019, but widened to about JPY600,000 in September this year. 

Due to this price difference, we believe that USS has an overwhelming competitive edge in the industry for 
three- and five-year-old vehicles with relatively high unit prices, which are considered to be mainly for retail 
use. 

 

This slide shows the changes in auction results. 

The market share trend on the lower left shows that from January to June 2022, the market share was 41%, 
and there were three factors that contributed to the increase in the market share. 

The first is that, as a replacement business for new vehicles, demand for late and middle model used vehicles 
with relatively high unit prices increased, and USS is best suited to this price range. 

Secondly, the decline in new vehicle sales reduced the market share of automaker-affiliated auction venues. 

Thirdly, the distribution of low-priced vehicles decreased YoY, and the number of vehicles offered at 
cooperative-sponsored auctions, which mainly deal with low priced vehicles, declined. If new car sales recover 
in the future, the number of vehicles offered at auctions affiliated with automobile manufacturers will recover 
and the USS’s market share may decline. However, the number of used vehicles in the market will increase, 
and as a result, USS will also see an increase in the number of vehicles to be auctioned. 
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Next, I will explain the changes in fees. 

The listing fee per vehicle was JPY5,628 in H1, up JPY63 YoY. The main factors for the rise included an increase 
in the percentage of vehicles offered in sections offering high unit fees at the Tokyo venue and others. 

Next, the contract completion fee per vehicle was JPY8,432, a YoY decrease of JPY51. The main reason for this 
was an increase in rebates to large-lot stores. 

Next, the successful bid fee per vehicle was JPY12,837, down JPY144 YoY. The main reason for this was a 
decrease in the ratio of external bids. The ratio of external bids was lower than immediately after the COVID-
19 pandemic. Compared to the pre-COVID levels, the ratio still exceeded 50% and remained at a high level. 
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I will explain the used vehicle purchasing and selling segment. 

At Rabbit, sales and earnings increased because of high prices of used vehicles at auctions and a higher gross 
profit per vehicle. Sales were JPY2.8 billion, 120% of the year-before level, and operating profit was JPY120 
million, 171%. 

In the accident damaged vehicle purchasing and selling business, sales and earnings were higher because of 
an increase in the number of vehicles sold and a larger number of high-priced vehicles, which have a higher 
profit margin. 

As a result, net sales were JPY2.1 billion, 117% of the year-before level, and operating profit was JPY90 million, 
597%. 
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Next, I will explain the recycling segment. 

In the recycle business operated by subsidiary ARBIZ Co., Ltd, the profit margin narrowed because of a smaller 
number of end-of-life vehicles handled and a decline in prices of metal scrap since May after they remained 
at high levels. 

As a result, net sales were JPY2.6 billion, 97% of the year-before figure, and operating profit was JPY200 million, 
55% of the prior-year level. 

In the industrial plant recycle business operated by SMART Inc., the number of orders for large-scale 
demolition projects increased. 

As a result, net sales were JPY1.5 billion, 174% of the year-before level, and operating profit was JPY200 million, 
286%. 
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Next, I will explain the progress of the capital and business alliance with Global Mobility Service Inc., or GMS, 
which was announced in May. 

First, as for the details of the business alliance, used vehicle dealers and agents who are USS Auction members 
will provide automobile loans to freelancers who have difficulty in passing the automobile loan screening, 
those who have been working for companies for only a few years, those who have a history of past 
delinquencies, and foreigners who reside in Japan. 

We have heard from our auction members that two to three out of 10 loan applications for them are not 
approved. In the planned loan business, if you default on your loan, you will be unable to start the engine of 
your vehicle when you return to your home or other usual stopping place, such as a parking lot. It is GMS that 
manufactures a device called the MCCS, the mobility-cloud connecting system, which starts the engine when 
the default is cleared. GMS provides fintech services for default, engine shutdown, payment, and engine 
reactivation. 

USS invested JPY1 billion in GMS to obtain the exclusive rights to sell the MCCS in Japan, and the two 
companies are working together to recruit agents for USS auction venues. 

We are currently in the process of obtaining permits and we expect to be in service as early as January next 
year. We will be able to report on the extent to which we have achieved in this alliance at the full-year financial 
results briefing in May next year. 
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From here, I will explain our full-year earnings forecast. 

As I mentioned at the beginning, our financial results through Q2 exceeded our plan and reached record highs. 
We have revised our full-year forecast upward to reflect this upswing. 

We hope you will take a look later at the details, such as the reasons for the change in operating profit for H2 
and the full year, as well as the segment-by-segment forecast, from the next page onward. 

 

Now, please see page 23. I will now explain the market environment and our medium-term initiatives. 
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First, here are the changes in market share from 1990 to the present. 

Over the long term, you will see that the USS market share has grown steadily. 

The automotive industry is said to be in a period of once-in-a-century change, and USS hopes to achieve stable 
growth by responding to the spread of electric vehicles and automated driving, and by further expanding its 
market share. We will continue to prepare for the widespread use of EVs in the future. In order to evaluate 
EVs, it is important to diagnose battery degradation. To this end, we are working with other companies to 
develop necessary devices. 

 

The slide you see is our long-term growth vision. 

We will work to expand the scale of our recycling and other businesses, with the auction business, a stable 
source of revenue, at the core. 

We believe that the alliance with GMS, which I explained earlier, will be one of our efforts to expand the scale 
of our business. 
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The next slide describes the themes and medium-term plan for USS business expansion and capital policy, 
with the aim of maintaining a medium-term ROE level of 15% or higher. 

In addition, for the executive compensation system, which was revised in June, we have introduced a system 
to link bonuses to executives for a single fiscal year and medium-term stock compensation with 15% ROE as 
one of the performance-linked indicators, setting the 15% as the achievement rate of 100. This is a 
commitment by management to improve ROE, and it is a number that we would like to stick to. 

 

I would like to explain our basic policy regarding shareholder returns. 
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First, as for our basic policy on dividends, we have been raising the consolidated dividend payout ratio in 
stages by setting a numerical value, and the target from FY2019 is 55% or more. 

 

From November 2021 to May 2022, the Company repurchased 5.09 million treasury shares for JPY9.6 billion. 

 

This slide shows the change in dividends since our stock was listed. 

As I explained at the beginning, we have revised upward the dividend per share for FY2022 to JPY67.50. We 
are working hard to increase the dividend for the 23rd consecutive fiscal year. 
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Please see page 30. This is a picture of our growth and shareholder returns. 

We are working to improve the corporate value of USS by turning not one but two cycles. 

 

Finally, I would like to talk about our ESG initiatives. 

Regarding our response to climate change, we have made disclosures in line with the TCFD, or Task Force on 
Climate-Related Financial Disclosures, as required by the corporate governance report submitted in June. 
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Currently, we are installing solar power generation systems at auction sites nationwide in order to reduce CO2 
emissions. We are also promoting the introduction of CO2 free power sources, etc. 

Regarding governance, as I explained earlier, we have revised the performance-based executive 
compensation system and introduced a system in which some of the evaluation factors are linked to the CDP 
and MSCI evaluations. Please refer to the integrated report uploaded on our website for more information on 
these efforts. 

We will continue to make concrete efforts toward sustainability. 

Finally, if you have any questions, please contact us by e-mail or phone. 

This concludes my presentation. Thank you very much for your kind attention today. 

 

[END] 
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document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
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believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
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factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
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