
○ I am Shoji Kurasaka, the Vice President of JR-West.

○ Today, I will first present an overview of our second quarter results and earnings

forecasts for the year, followed by an update on the progress in our medium-

term management plan.

○ Please refer to slide 2 in the presentation materials.





○ In the second quarter, reflecting a recovery in travel demand and strong inbound

demand, consolidated operating revenue was ¥769.9 billion, consolidated operating

income was ¥106.2 billion, and consolidated net income was ¥67.1 billion, marking the

third consecutive term of revenue and profit growth.

○ Operating income exceeded our estimate by approximately ¥14.0 billion due to stronger-

than-expected inbound demand, a decrease in utility costs that reflects resource prices,

and better-than-anticipated earnings in all businesses.

○ As for cost structure reforms, we are on track with a reduction of ¥14 billion in the

second quarter, as planned.

○ For our full-year earnings forecasts, we revise upwards our consolidated operating

revenue forecast to ¥1,585 billion, consolidated operating income forecast to ¥140 billion,

and consolidated net income forecast to ¥80 billion, reflecting the first half's results and

an update to our outlook for usage.

○ In line with the upward revision to our earnings forecasts and our policy on shareholder

returns, we increase our dividend target by ¥15 per share, for an annual dividend of

¥115 per share.

○ There have been no changes to our capital investment plan since the beginning of the

period.

○ Next, I will summarize results in each business. Please turn to the next slide.
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○ Letʼs take a look at the mobility business first.

○ For the first half, transportation revenue was ¥407.1 billion. This is 89.9% of the 2019

level, the year before the pandemic, and 94.3% of the 2018 level, exceeding our forecast

by approximately ¥5 billion.

○ This slide shows a breakdown of revenue from Shinkansen and conventional lines.

Shinkansen revenue of ¥214.3 billion comprised ¥194.7 billion from the Sanyo

Shinkansen and ¥19.6 billion from the Hokuriku Shinkansen.

○ The breakdown of revenue on this slide shows Sanyo Shinkansen revenue at ¥194.7

billion and Hokuriku Shinkansen revenue at ¥19.6 billion.

○ We expected basic usage of the Sanyo Shinkansen to trend around 84% from April to the

end of July, and from July to September, it was slightly better at 89%. With more

inbound tourists and other factors, Shinkansen revenue as a whole exceeded our

expectations. On the other hand, basic usage in terms of non-commuter ridership in the

Kansai Urban Area was 90%, slightly below our target of 92%.

○ As for costs, structural reforms have resulted in savings of ¥14 billion, and JR-West is

making steady progress towards its annual target of ¥31 billion in cost savings.

○ In addition, due to a decrease in resource prices, among other factors, energy costs,

such as electric power costs, have been lower than expected, resulting in operating

income of ¥70.5 billion.

○ Please turn to the next slide.
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○ The next topic is the retail business.

○ In the first half, revenue in the retail business increased ¥20.6 billion compared with the

previous year, and operating income also increased by ¥6.2 billion to ¥6.7 billion. Sales

were brisk at stores within train stations, business hotels, and department stores.

○ Convenience store sales, souvenir sales, and business hotel usage have been strong. As

of the second quarter, business conditions have been better than we expected. In sales of

goods and food services, operating income was the highest ever for a second quarter of

the fiscal year, thanks to benefits from structural reforms.

○ Please turn to the next slide.
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○ Next is the real estate business.

○ In the second quarter, revenue increased by ¥11 billion over the previous year, and

operating income grew by ¥5.2 billion to ¥21.2 billion.

○ In real estate leasing and sales, revenue increased year on year due to strong housing

sales, among other factors. Furthermore, the shopping center (SC) business and hotel

business both saw increases in revenue and profit due to higher sales at SCs and growth

in hotel accommodation revenue as demand rebounded. The SC business achieved its

highest operating income ever for a second quarter of the fiscal year. The hotel business

is also trending upward, with a recovery in banquet-related demand following the

reclassification of COVID-19.

○ Please turn to the next slide.
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○ Finally, we look at the travel and regional solutions segment.

○ The tourism business saw growth in revenue over the previous year, thanks to an

increase in domestic travel with support for nationwide travel by the government, and

strong usage by inbound tourists. The solutions business continued to benefit from

special demand related to COVID-19 in the first quarter. Overall, there was an increase of

¥32.5 billion in revenue compared with previous year, and operating income increased by

¥3.4 billion to ¥6.5 billion, making it the highest profit ever for a second quarter of the

fiscal year.

○ In addition to the solutions business, domestic travel and inbound tourism in the tourism

business continue to stay strong.

○ Please turn to the next slide.
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○ I will now provide an overview of our full-year earnings forecasts.

○ Overall, we raised our forecast for consolidated operating income by ¥25 billion to ¥140

billion, owing to higher-than-expected revenue driven by a recovery in leisure and

tourism demand and stronger inbound tourism demand. Meanwhile, we also expect

energy costs and other expenses to decrease, in light of prevailing resource prices.

○ The recovery in the mobility services field has surpassed our expectations, and we expect

mobility services to lead an uptrend in earnings in the second half of the fiscal year.

○ In the mobility segment, in addition to these factors, we forecast an increase in profits of

¥17 billion, considering the addition of items in the fare list along with fare revisions.

○ In the retail segment, convenience stores, souvenir shops and business hotels are all

doing well. We have revised our outlook for the second half of the fiscal year, reflecting

the better-than-expected earnings in the first half.

○ In the real estate segment, JR-West increased its operating income forecast by ¥2 billion,

reflecting an increase in real estate sales and a slight downward revision to the expense

outlook for the shopping center business.

○ For the travel and regional solutions segment, we revised our operating income forecast

upwards by ¥2.5 billion, considering favorable trends in vaccine administration work and

other services in the solutions business.

○ To speak frankly, our earnings forecasts may appear somewhat conservative, but overall,

we stand behind our current forecasts because there are still some variables at play.

○ Please turn to the next slide.
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○ Here, I explain the revisions to our forecasts for transportation revenue.

○ Looking at basic usage, we have revised our outlook for the Shinkansen to take into

account recent usage levels amid a recovery in leisure and tourism demand. We expect

usage to be about 90% of the 2019 level throughout the second half of the fiscal year.

○ On the other hand, in the Kansai Urban Area, non-commuter usage was around 90% of

the 2019 level in the first half, and we think usage will remain at this level (90%) in the

second half.

○ We estimate revenue from inbound tourists will be ¥33 billion for the entire year,

reflecting the recovery that has so far exceeded our expectations.

○ Additionally, we have revised our forecast for transportation revenue upwards by ¥10

billion to ¥817 billion for the full year, reflecting the boost to revenues from fare and rate

revisions that were not included in our initial guidance.

○ Please turn to the next slide.
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○ I will now discuss our forecasts for non-consolidated operating expenses.

○ In light of current exchange rates and resource prices, we have lowered our estimate for

growth in energy costs due to external factors by ¥9 billion, to an increase of ¥21 billion

compared to FY2020.3.

○ Additionally, to reflect an increase in revenue-linked costs, we have lowered our full-year

forecast for non-consolidated operating expense by ¥5.5 billion from initial guidance to

¥827.5 billion.

○ Regarding structural cost reductions, we are making progress as planned and there are

no changes to this forecast.

○ Please turn to the next slide.
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○ In terms of financial strategy, JR-West considers its capital structure from both the

perspective of controlling capital costs and maintaining financial soundness as a company

responsible for infrastructure services.

○ We recognize that the appropriate level of capital costs is not fixed in place and can

change with interest rate levels and the restructuring of our business portfolio. For the

time being, however, we target a cost of capital of 3.0-3.9%.

○ Based on this approach, JR-West will dynamically allocate resources, including for share

buybacks, while aiming to increase profit levels through growth investments and working

to restore earnings per share (EPS).

○ We will continue to update our approach, taking into account earnings and feedback from

stakeholders.

○ There has been no change to our shareholder return policy since the beginning of the

fiscal year. In light of the upward revision to its earnings forecasts, JR-West has increased

the targeted dividend per share by ¥15, based on a dividend payout policy of at least

35%, resulting in an annual dividend plan of ¥115 per share.

○ Please turn to the next slide.
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○ This slide shows the steady progress we are making in our financial KPIs, along with the

upward revision to our earnings forecasts.

○ Please turn to the next slide.
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○ We are steadily making progress on various measures to realize the Medium-Term

Management Plan 2025.

○ This fiscal year, we are advancing businesses positioned in the life design field, including

the completion of the JP Tower Osaka, one of our city development projects, as well as

laying the groundwork and initiating services for our digital strategy. For the next fiscal

year and beyond, we plan to open projects under development in Osaka and Hiroshima,

and take steps to expand our customer base through digital strategies. Although initial

outlays and costs associated with openings will increase, we will engage in these

initiatives as part of a growth strategy that leverages the long-term synergies of the

Group.

○ While there may be more details we can provide in the future, the main measures for

this fiscal year are as shown on this slide.

○ I will briefly explain some of the key points among these initiatives.

○ Please turn to the next slide.
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○ I will discuss our initiatives related to fare rates in the mobility segment.

○ First, regarding revisions to fare rates within the scope of the notification system, we

have embarked on the initiatives noted in these materials starting from April or October

this year, while monitoring the competitive landscape.

○ On the other hand, for matters requiring approval by the government, the governmentʼs

Subcommittee on Railway Fares and Rate Systems has published a draft for guidance on

revisions to revenue-cost calculations, indicating that certain improvements will likely be

made.

○ While we understand that specific system designs are currently under consideration, we

will examine the scope for fare adjustments while scrutinizing the details of these draft

proposals. Moreover, in terms of fare increases, we will consider not only the standards

based on the total-cost method, but also take into account the competitive environment.

○ Please turn to the next slide.
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○ Regarding local lines, since April 2022, we have been disclosing the ratio of costs to

revenue by railway section for 30 sections on 17 lines with transport density of less than

2,000 passengers per day.

○ While discussions with local governments and communities have begun in various forms,

the amended Regional Transportation Act was implemented this October, creating a

framework for discussions on the rebuilding of local lines. JR-West was the first in Japan

to request the establishment of a rebuilding cooperation committee on October 3 for the

68.5-kilometer section between Bitchu-Kojiro and Bingo-Shobara on the Geibi Line.

○ For the Hokuriku regionʼs Johana Line and Himi Line, although these sections exceed a

transport density of 2,000 people, we have long been in discussions with local

communities. In July, the rebuilding examination committee for the Johana Line and Himi

Line was established by the community, and JR-West is participating in the discussions.

We are committed to diligently engaging in discussions to consider an optimal

transportation system in line with the needs of the local community.

○ Please turn to the next slide.
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○ We have discussed our digital strategy on various occasions. We have finally been able to

create a digital platform with the WESTER app, a shared group point system, and mobile

ICOCA.

○ By utilizing data and digital technology, we aim to individually connect each customer to

the diverse services offered by the Group.

○ Although we have just started various services and initiatives and are still in the phase of

testing out our ideas, we are beginning to see signs of efficiency improvements through

the growth of Group businesses and the utilization of vacant railway assets, such as

allowing customers to use points earned from railway usage at Group shopping centers.

○ As of the end of September, the number of WESTER members has reached 7 million, an

increase of 1.7 million in one year. We aim to further expand the number of members,

particularly active members, improve usage frequency within the Group, and increase

average customer spend.

○ Please turn to the next slide.



○ This slide is about the global environment.

○ In addition to our own initiatives with renewable energy, we have begun to promote

behavioral changes toward a carbon-free society through efforts to communicate the

environmental advantages of railways, in unison with the rest of the railway industry.

○ JR-West will make the most of the transition to a carbon-free society as an opportunity,

contributing to the creation of a sustainable society through Group business activities.

○ Please turn to the next slide.
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○ The business environment surrounding the Group is undergoing significant changes.

Along with changes in management strategy, our human resource strategy has also

reached a major turning point.

○ Regarding work engagement, we believe that human resources are “capital with a heart,”

and that the performance of each employee can vary greatly depending on their

relationship with the Company and team. Through a real-time understanding the state of

work engagement and related issues once every quarter, and by steadily working

through the PDCA cycle for our initiatives, we aim to achieve the non-financial KPI of an

“motivated workplace rate of 88%.”

○ Moreover, to enhance the sense of fulfillment among our employees and to realize a way

of working that frequently generates new value and change for society, we aim to

become a company that can fully leverage digital technology, promoting the use of digital

tools and the transformation of our organizational spirit and culture.

○ To promote recruiting and developing advanced digital talent, we established

TRAILBLAZER this October. By assigning personnel to each project, we aim to accelerate

the realization of the JR-West Groupʼs digital strategies.

○ Additionally, we have launched specific initiatives related to diversity and inclusion and

work engagement this fiscal year, such as starting to hire back former employees and

establishing a new system for employees to take a leave of absence and accompany their

spouses who are being transferred.
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○ Though I have only provided a brief explanation, details on financial results and forecasts

as well as other initiatives are outlined from slide 20 onwards, so please take a look when

you have time.

○ This concludes my portion of todayʼs presentation.
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