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Presentation 

 

Moderator: Thank you for taking time out of your busy schedule today to participate in our financial results 
briefing for Q2 of the fiscal year ending March 31, 2024. In attendance today are Chairman, Representative 
Director, and Chief Executive Officer, Ando; President, Representative Director, and Chief Operating Officer, 
Seta; and Director, Executive Vice President, and Officer of the Supervisory Office, Yamanaka. 

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

Ando: Hello, everyone. I am Ando from USS Co., Ltd. Thank you for taking time out of your busy schedule 
today to participate in the financial results briefing for Q2 FY2023.  

As the secretariat has just informed you, the system is designed to allow interactive exchange of questions 
and answers with you. I will begin by explaining the financial results according to the explanatory materials, 
and then we will move on to the question-and-answer session. We would like to take as many questions as 
time permits, so please do not hesitate to ask. 

 

Please see page four of the document. There are three points I would like to explain today. 

The first is the consolidated financial results for Q2. Looking at new vehicle sales in Japan from April to 
September, the shortage of new vehicles due to semiconductor and parts shortages has improved since the 
fall of 2022, and the backlog of orders, or so-called back orders, has been eliminated, resulting in an increase 
in the distribution volume of new used vehicles generated by trade-ins and replacement purchases. 
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In addition, demand for used vehicles remained strong, along with domestic demand and export demand, 
with the overall auto auction market recording 117% of the total number of vehicles offered for sale and 111% 
of the total number of vehicles contracted YoY. In addition, the auto auction market as a whole seems to have 
been largely unaffected by the export restrictions on used cars to Russia and the fraud issues by major used 
car dealers, which had been a concern. 

For H1, USS posted a YoY increase of 113% in the number of units consigned and a YoY increase of 104% in 
the number of units contracted for auction results. Consolidated financial results reached a new record high 
in terms of net sales and all profit categories. 

The second point is the upward revision of the full-year earnings forecast. The main factor was an increase in 
H1, and H2 was almost in line with the plan. 

The third point is shareholder return. In line with the upward revision of the earnings forecast, the annual 
dividend per share was revised upward from JPY69.40 to JPY73.10. 

 

This slide is the consolidated financial results for Q2 FY2023, as explained in the financial highlights. 

As I mentioned earlier, we recorded record highs in sales and all profit categories. 
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Next is net sales and operating profit by business segment. The details of each segment will be explained later. 

 

This chart shows the increase in operating profit compared to H1 of the previous year. 

The first factor behind the increase in net sales was an increase in commissions due to an increase in the 
number of vehicles put up for sale at auctions, as well as an increase in the number of orders for large-scale 
demolition work in the industrial plant recycling business. This was due to an increase in sales volume in the 
used car and other vehicle purchase and sales business. 
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The increase in cost of goods sold, a primary factor in the cost of sales, was due to an increase in the number 
of vehicles disposed by sale and sold in the low-price car purchase and used car purchase and sales businesses. 

The increase in purchases was due to an increase in the volume of large demolition work handled in the 
industrial plant recycling business and an increase in outsourcing expenses. 

The increase in outsourcing expenses was due to the outsourcing of some of the auction operations on the 
premises, which led to higher labor costs. 

 

Next, the consolidated balance sheet shows that the equity ratio is 74.8%, maintaining a high level of financial 
stability. 
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From here, I will explain the trends in the automobile distribution market. 

Trends in new and used cars are as explained at the beginning. The number of used cars exported has a 
significant impact on overall demand in the auction market. The previous record high was 720,000 units in H1 
2008, but the export volume for H1 reached a record 800,000 units. This was probably due in part to a rush 
demand for exports to Russia before the export ban was extended and applied to vehicles subject to the ban. 

 

I would now like to explain the auto auction segment. I will provide a detailed explanation starting with the 
next slide. 
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This slide compares USS and industry averages for the unit price per bid for contracted vehicles. 

The unit price of contracted vehicles began to rise in the auction market around May 2020 and had been 
higher than the same month of the previous year for more than two and a half years until January 2023. 
Although the current unit price of contracted vehicles is lower than that of the same month last year, the unit 
price of USS is still over JPY1 million, which is still high compared to the pre-COVID-19 period. 

Continuing on, regarding the unit price per contracted vehicle, the difference between USS and the industry 
average, in January 2019 before COVID-19, it was about JPY200,000 per vehicle, and in the most recent 
September 2023, it has expanded to about JPY500,000 per vehicle. 

Analyzing the difference between USS and the industry average, we believe that USS has an overwhelming 
competitive edge in the relatively new, high unit price vehicles that are used for retail purposes in Japan. 
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This slide explains the changes in auction results. The lower left graph shows the change in market share. The 
share for the period January to June 2023 declined slightly to 39.6%. This was due to an increase in the share 
of automaker-affiliated auction houses as a result of higher sales of new vehicles. 

 

Next, I will explain the changes in fees. In January, we raised the contract and bidding fees for almost all 
sections at the Tokyo and Nagoya venues. Other venues have also raised their prices in April. The listing fee 
per vehicle was JPY5,679, up JPY51 YoY. The main reason was a decrease in events with fee discounts. 
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Next is the per-vehicle completion fee. The figure was JPY8,815, up JPY383 YoY. The bidding fee per vehicle 
was JPY13,366, a JPY529 increase YoY. The main reason for the increase was a rise in fees. 

 

Next, I will explain the used vehicle purchasing and selling segment. 

Regarding Rabbit, although sales volume increased, advertising expenses such as commercial production 
increased. As a result, net sales increased to JPY3.2 billion, 112% YoY, and operating profit decreased to 
JPY100 million, 85% YoY. 

In the accident-damaged vehicle purchasing and selling business, although the number of vehicles sold 
increased, gross profit per vehicle decreased due to a decline in auction market prices. As a result, net sales 
decreased to JPY2 billion, 95% YoY, and operating profit decreased to JPY40 million, 45% YoY. 
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Next, I will explain the recycling segment. 

In the resource recycling business operated by subsidiary ARBIZ Corporation, net sales decreased to JPY2.5 
billion, 97% YoY, and operating profit decreased to JPY0.2 billion, 74% YoY, mainly due to a decrease in the 
volume of scrap metal handled and an increase in depreciation and amortization expenses. 

In the industrial plant recycling business operated by SMART Inc., the number of orders for large-scale 
demolition projects increased. As a result, net sales increased 231% YoY to JPY3.5 billion and operating profit 
increased 261% YoY to JPY600 million. 
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Next, I will explain the progress of the equity and business alliance with Global Mobility Service Inc., or GMS. 

First, as for the details of the business alliance, we will provide auto loans to freelancers who have difficulty 
in being approved for auto loans, those who have been with a company for only a few years, those who have 
a history of past delinquency, and foreigners who have settled in Japan, as a franchise store of used car dealers 
who are also USS auction members. 

GMS installs a special device in the vehicle that remotely stops the engine at a safe location if a loan becomes 
delinquent and locks the engine until the delinquency is cleared. We provide fintech services. The Company 
has invested approximately JPY1 billion in GMS. 

The auto loan business was launched in earnest in April this year through a subsidiary. As of October last 
month, we had 500 franchise stores, 1,700 loans, and approximately JPY2.9 billion in loans executed. 
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From here, I will explain our full-year earnings forecast. As mentioned at the beginning, the full-year earnings 
forecast has been revised upward to reflect the results throughout Q2. We hope you will take a look later at 
the factors behind the fluctuations in operating income for H2 and the full year, as well as the forecasts by 
business segment, starting from the next page. 

 

Now, please see page 23. I will now explain the market environment and our medium-term initiatives. 

First, here are the changes in market share from 1990 to the present. I'm sure you can see that over the long 
term, USS's market share has grown steadily, but the automotive industry is said to be in a period of once-in-
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a-century change, and USS hopes to achieve stable growth by further expanding its market share in response 
to the spread of electric vehicles and automated driving, among other factors. 

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 the 
necessary equipment and devices. 

 

This slide shows our long-term growth vision. 

We will work to expand the scale of our business, including the creation of new businesses, with the auction 
business, a stable source of revenue, at the core. 

The recycling business, which contributes to the creation of a recycling-oriented society, is expected to see 
both social expectations and market demand increase further in the future. We will promote the expansion 
of scale. 

We will also work to develop businesses peripheral to auctions, such as the auto loan business that we 
launched in April 2023. 
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This slide covers USS business expansion and capitalization strategies and lists the themes and medium-term 
plans to achieve a medium-term ROE level of 15% or higher.  

In addition, the executive compensation system, which was revised last year, has been revised to link bonuses 
to executives for a single fiscal year and medium-term stock compensation with a 100% achievement rate of 
15% ROE as one of the performance-linked indicators. This is management's commitment to a ROE of at least 
15%. This is a number that we would like to stick to. 
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I would like to explain our basic policy on shareholder distributions. First, regarding our basic policy on 
dividends, we have been raising the consolidated dividend payout ratio in stages, and from FY2019, we raised 
it to 55% or more. 

 

Finally, I would like to explain share repurchases. On June 21, the Company repurchased 5 million shares at a 
cost of JPY11.8 billion. The Company adopted a facility share repurchase, the Japanese version of an ASR 
transaction, for the repurchase. 
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I would like to refer you to page 31. This slide shows the change in dividends since the stock was listed on the 
stock exchange. As explained at the beginning, we have revised upward the dividend per share for FY2023 to 
JPY73.10. We are doing our best to increase dividends for 24 consecutive fiscal years, and we ask for your 
support. 

 

Please refer to page 33. This slide shows a picture of our business growth and shareholder distributions. 

We will work to improve the corporate value of USS, not by one cycle or the other, but by both cycles. 
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Finally, if you have any questions, please contact us. 

That concludes my explanation. Thank you very much. 

 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
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-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2023 SCRIPTS Asia K.K. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 


