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- The consolidated and results by area are as follows. 

- As COVID-19 spread across the globe in the first quarter, our operation was affected 

significantly by lockdowns imposed by governments globally, although situations differed 

from country to country. 

- The table shows impact in each of the country in which we operate. 

- In Japan, we closed 15 of AEON Malls in Tokyo, Saitama and Kanagawa on a weekend of 

March 28 and 29. After the government declared a state of emergency on April 7, we 

suspended 57 in Tokyo and prefectures that fell under the scope. Closure was expanded to 

142 malls across the country on April 17. In a period through mid-May, our operational 

bases located in AEON Malls were also forced to be suspended or operate under reduced 

hours. 
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- Overseas, the peak period of virus' spread has run its course in greater China during the 

first quarter, but large-scale lockdowns were imposed in the countries of the Mekong and 

Malay areas, prohibiting people from freely going out or limiting their activities. Our local 

operation was affected as our branches and merchants suspended operation, while our 

credit screening and collection activity was downsized or suspended. 
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- In particular, operations in Thailand, Myanmar, Malaysia, the Philippines and India have been 

severely affected by lockdowns and requests from local financial authorities. 

- In Thailand, a state of emergency was declared from late March to the end of July and citizens 

were asked to refrain from going out and going out at night was prohibited. At the central bank's 

request, we lowered interest rates and fees for a specified period and introduced moratoriums 

on repayment of credit card and other loans to support customers' living. 

- In Myanmar, operation of our branches, including credit screening and collection activities, were 

suspended as areas of severe spread of infection were closed and people were forced to stay 

home. 

- In Malaysia, lockdown was imposed in mid-March, forcing our branches and merchants to 

suspend operation until it was partially lifted in May.  

Under the central bank policy, in April and May, we introduced moratoriums on repayments and 

rescheduled installment plans for customers with large purchase amounts and those using 

personal loans. 

- In India and the Philippines, our operations were significantly affected by lockdowns, which 

imposed restrictions on people's movement, resulting in the suspension of public transportation. 

Our employees were prohibited from commuting. 

- In June, there were moves to relax lockdowns by the governments of these countries, but we 

expect we will have to respond to customer applications for moratoriums, etc., which we are 

asked by the respective authorities to offer, starting in the fiscal second quarter and after. 
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- The consolidated business outline and results by area are as follows. 

- As discussed earlier, year-on-year growth in transaction volume and growth in finance receivables 

from the beginning of the fiscal year dropped across our products, as COVID-19 severely affected 

consumers and our operation. 

- In domestic business, transaction volume of shopping using our cards fell 3% from a year earlier as 

we restrained soliciting activity for new card members during lockdowns and consumption dropped. 

Finance receivables increased for revolving-payment and installment credits increased slightly, but 

the overall balance dropped 85.2 billion yen compared to the level at the beginning of the fiscal year. 

- In terms of cash-advance shopping, transaction volume of cash-advance shopping fell 12% from a 

year earlier and finance receivables dropped 8.4 billion yen from the beginning of the year, as 

customers refrained from going out. 

- On the other hand, transaction volume grew 7% year on year and finance receivables increased 

124.2 billion yen from the beginning of the year for housing loans, which takes some time before 

their execution from application, as existing deals increased. 

- In global business, transaction volume and finance receivables decreased, affected by suspension 

of branches and merchants and stricter credit screening introduced to reflect a deteriorated 

economic environment, as shown here. 

- In terms of effective number of cardholders, the number of new credit card holders totaled 330,000, 

decreasing 25% from a year earlier in domestic business, due mainly to restrained membership 

solicitation activity and postponement of opening of a large commercial facility for which we newly 

issued a tie-up card.  

Cardholders decreased in global business as well, as our overseas subsidiaries restrained 

solicitation of new members. 
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- Next, transaction volume of cash-advance shopping in domestic business is as follows. 

- The chart on left shows transaction volume by month.  

Transaction volume of cash-advance shopping continued to fall over a period from March 

to April as people increasingly refrained from going out or restrained purchase, but the 

figure has remained on a recovery track since late May as requests for people to stay 

home and businesses to suspend operation were eased. 

We expect the figure will recover to a level about 5% above the year-ago level in June, 

although this is a preliminary figure. 

- The chart on right shows year-on-year changes of transaction volume by industry or 

business type. 

As people refrained from going out and spent more time at home, a type of consumer 

demand specific to this situation grew. Transaction volume was brisk for areas such as 

foods, household products and online shopping. In May, transaction volume noticeably 

increased for the purchase of merchandise such as home appliances and furniture, as 

people increased purchase of appliances to use in summer and demand grew from people 

working at home, as they sought to enhance their telecommute environment. 

- By contrast, tourism- and leisure-related purchases, including transportation fare payment, 

gasoline purchases and use of electronic toll collection systems, remained low. Shopping 

malls and department stores continued to face an adverse situation, affected by 

suspension of operation and slumping sales of clothing. 
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- Next, consolidated and segment earnings results are as follows. 

- In domestic business, operating income increased slightly, as revenue from credit-card 

shopping and cash advances dropped while revenues from fees increased due to 

increased transaction volume in electronic money, including WAON, and insurance 

policies. 

 Operating profit fell 1% from a year earlier as bad debt expenses increased, even though 

we introduced cost-cutting measures, including stricter control of sales promotion 

expenses, as well as reduction in postal and printing fee expenses after a shift to 

web-based billing starting in the second half of last year. 

- In global business, bad-debt expenses increased as top lines slumped in respective areas 

and due to conservative provisions of allowance against risks expected to grow from 

deferred repayment. As a result, operating profit decreased 15.0 billion yen from a year 

earlier. 

- We will explain detailed factors contributing to increases in bad-debt expenses in the 

global business in later pages. 

 

 



- 9 - 
 

 

- These graphs compare different profit drivers in the first quarter in FY2020 and the 

previous fiscal years in domestic and global businesses. It shows changes in revenue and 

cost moves in both domestic and global businesses. 

- In particular, bad-debt expenses significantly increased in the first quarter in FY2020, 

becoming a key factor for the operating loss in the global business. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



- 10 - 
 

 

- Changes in the balance of operating receivables and the quality of credits by area in the global 
business are as follows. 

- In greater China, we introduced stricter credit screening and moved up booking of provisions of 
bad-debt allowance based on forecasts in Hong Kong, where the economic environment has 
continued to deteriorate amid the prolonged U.S.-China trade friction, anti-government protest, 
and so on. As a result, there was no major change in the trends that have existed since before 
the COVID-19 pandemic. 

- On the other hand, the ratio of bad debt expenses to the balance of operating receivables rose 
significantly from the previous level in the Mekong and Malay areas. 

- In Thailand, a key country in the Mekong area, we increased provisions of allowance for 
doubtful accounts at the beginning of the period, as we started in the first quarter to apply the 
IFRS 9 to local operations' accounts. We note that we introduced IFRS 9 to our consolidated 
accounts in fiscal 2018. In terms of adjustments to the Thai balance sheet, we introduced 
adjustments in the consolidated profit and loss statement, which resulted in an increase of 
about 4.5 billion yen in the allowance for doubtful accounts. 

- In Malaysia, a key country in the Malay area, we suspended requests for repayment of debts in 
arrears in April and May. We also introduced moratoriums on installment finance and personal 
loans in accordance with the central bank’s policy. Starting on monthly withdrawal dates in June, 
we have discussed changing repayment plans with individual customers, offering three options 
of: lump sum repayment, partial repayment and rescheduled installment plans. 

- Note that, under the Malaysian government's policy on accounting, we did not treat credits for 
which we allowed deferred repayment as debts in arrears or book allowance for them, at our 
local operations. But we did book allowance in the consolidated accounts, which led to a 
significant increase in bad-debt expenses. 
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- Next, the consolidated balance sheet is as follows. 

- During the first quarter, the balance of lending increased 159.2 billion yen in the banking 

business as transaction volume of housing loans remained brisk in Japan. On the other 

hand, accounts receivable-installment decreased 88.8 billion yen, led by credit-card 

shopping, in both domestic and overseas operations.  

After we made AEON Allianz Life Insurance a consolidated subsidiary, 110.4 billion yen in 

securities held by the insurance business was added in the fiscal quarter. 

- As a result, total assets increased 168.1 billion yen from the beginning of the fiscal year to 

5,949.4 billion yen. 

- In liabilities, deposit balance in the banking business in Japan increased 30.8 billion yen, 

driven by ordinary deposits used as transaction funds for cash cards that have credit-card 

or debit-card functions in Japan and foreign-currency deposits used for investment 

purposes.  

In addition, policy reserves increased 127.2 billion yen in relation to the just-mentioned 

insurance subsidiary. Total liabilities thus increased 186.5 billion yen from the beginning of 

the fiscal year to 5,508.8 billion yen. 

- As a result, total equity declined 18.4 billion yen from the beginning of the fiscal year to 

440.6 billion yen. 
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- We will now explain our future direction, using slides 13 to 16. 
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- The COVID-19 pandemic has brought on a crisis situation in our operational environment, 

and the abrupt change in the environment it caused has highlighted social needs and 

issues our company faces. 

- The four key changes in the environment shown on the extreme left of this page are what 

we see as preconditions for the new normal to emerge going forward. Based on these, 

pursuing reforms of our business model while seeking to strike the right balance between 

the activity to prevent infection and our business activity will be the first step for us to return 

to a growth track, in our view. 

- We have listed what we need to do in the current situation in order of priority in terms of 

urgency and importance, and formed a task force to work out measures. 
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- This slide shows examples of ongoing or planned efforts in response to the changes in the 

environment. 

- The first theme is the promotion of touchless payment.  

In Japan, for example, we have worked to promote VISA's contactless payment since fiscal 

2018 under a coordinated effort of the AEON group as a whole.  

Already, 6.1 million of our credit cards in use have the touchless payment function. 

Members can use them at about 100,000 checkout machines at AEON Group outlets 

across the country. 

- We aim to raise the number of touchless cards to 10 million within this fiscal year, 

combining newly and renewed accounts, as well as take measures to encourage their use. 

- In the global business also, we expect demand for contactless payment will grow, driven by 

COVID-19. For example, in Thailand, we introduced in July a new Platinum Card with 

Big-C Group, a major retail group with whom we issued a tie-up card in the past. In addition 

to the touchless function, the new card comes with a discount offer available on purchase 

on the group's online store, meaning it also targets the growing e-commerce market. 

- Next efforts on products and services are as follows. 

- In Japan, we plan to offer a "Members Loan" service, targeting people in need of funds, 

affected by COVID-19. Furthermore, we aim to develop and sell products on the theme of 

health, for which we expect increased demand, and consider starting a new business. 
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- The next slide shows our efforts to promote "non-face-to-face customer contact." 

- In both domestic and global businesses, we are increasingly automating services that have 

been operated by human employees. For example, we are working to digitalize existing 

real channels, including expansion of use of self-service machines and introduction of 

satellite or remote outlets. Through these measures, we aim to make our outlets more 

accessible and familiar, whose use is not limited in time or physical location. 
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- Next, we aim to achieve quick and highly precise credit screening by combining 

technologies, including electronic signature, identity verification systems and AI screening, 

to automate the entire process flow, from application, credit screening and provision of 

services to customers. In so doing, we aim to enhance convenience for customers as well 

as our profitability. 

- Lastly, I would like to give you a general idea of our efforts on work style reforms and 

optimum use of talent. 

- First of all, we aim to enable individuals to maximize their skills in wide-ranging areas and 

stimulate collaboration between divisions through exchange of personnel by diversifying 

skills of employees at our group companies - specifically, by introducing what we call an 

"internal side job" system in which an employee can have multiple duties in the company. 

- In the center service, where physical closeness of individual workers due to the nature of 

the service is an issue, we aim to introduce measures to ensure social distance is 

maintained, as well as expand remote work shifts and introduce work process automation. 

- We aim to realize these efforts early by forming a task force and expand them to all our 

operations. 
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- Lastly, our consolidated earnings estimates and target dividends for fiscal 2020 are as 

follows.  

We previously said we refrain from indicating estimated consolidated results for the year 

ending February 2021 as it was difficult to estimate potential impact of COVID-19 on our 

operation with reasonable accuracy. However, as there have been signs that economic 

activities are restarting, including easing of some of the restrictions that were imposed in 

the countries we operate in, we have estimated consolidated earnings, based on available 

information at this time. 

- Transaction volume underperformed year-ago levels in a period from March to mid-May in 

the first quarter. However, since mid-May, figures have recovered in phases in Japan and 

some of the other countries. We thus expect the figures to recover to year-earlier levels by 

the end of the current fiscal year. 

- On the other hand, we expect operating profit to fall below the year-earlier level due to 

increases in bad-debt expenses and additional provision of allowance in anticipation of an 

expected increase in bad debts in the second quarter, as a result of moratoriums we 

introduced overseas under financial authorities policy.  

These are one-off spike in expenses, at least for now, and we expect recovery starting in 

the third quarter. 
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- However, as we will process requests for relaxed repayment conditions, such as 

moratoriums, in the overseas operation, also in the current, second quarter, it is not 

possible to estimate second-quarter results of the global business incorporating this factor. 

Therefore, at this time, we do not release earnings estimates for the second quarter and 

indicate full-year estimates in ranges. 

- As regards dividends, we have positioned shareholder returns as an important part of our 

operation, and appropriately allocated profit.  

However, reflecting the expected weak earnings in the year ending February 2021, we plan 

an annual payout of 23 yen per share. 

 

- As we announced today (July 8), we have decided to cut compensation for our officers and 

those of our group companies in Japan and overseas by 5% to 20% for the next six month 

amid prolonged impact of COVID-19. 

 

- Going forward, we will work to establish a structure to provide safe financial services to 

customers, using non-customer-facing and noncontact measures, work on thorough 

digitalization under coordinated efforts across group members, and tackle wide-ranging 

issues for us to improve operational efficiency and create additional profit opportunities, 

including business model reforms, work-style reforms using remote work and measures to 

enhance man-hour productivity.  

We will also work to maintain the current workforce and ensure safe work environment as 

the top priority. 
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Questions and answers 

■ Mr. Sato, analyst at Mizuho Securities 

Q: Earnings estimates for the current fiscal year remains highly uncertain. Would you tell us 

what the upper and lower ends of the estimate ranges are all about and what your 

scenarios are? For example, am I correct to understand the upper end figures are based 

on optimistic scenarios, and the bottom end figures are based on risk scenarios? Also, 

please share your outlook on profit by segment. 

A: (by Shigeto Nasu, Managing Executive Officer and Vice General Manager of Business 

Administration Headquarters) 

For the upper limit, we assumed operating profit of 20.0 billion yen and expect a phased 

recovery starting in the second quarter, assuming that there will not be a second wave of 

infections. The lower limit is based on a risk scenario, expecting a second wave will come. 

In terms of overseas operation, we assumed an allowance in anticipation of bad-debt 

expenses and risks. That has been no significant deterioration in the domestic operation, 

but we incorporate deterioration, expecting a potential deterioration in the second half. 

We have not yet estimated profit figures by segment, but we expect weak results for the 

second quarter, considering the fact that operations in India, the Philippines and Cambodia, 

whose results in April to June are included in consolidated earnings, have been affected 

significantly. We expect domestic operations to gradually recover if the second wave does 

not come, but there are not a small number of customers who had had difficulty in repaying 

even before the spread of COVID-19. If their credit situation deteriorates, we think results 

would deteriorate, regardless of the impact of COVID-19. 

 

Q: What is your view on the capital adequacy? Specifically, criteria in terms of banking are no 

longer restrictive, but in terms of accounting, the capital adequacy ratio is at 6.3%. If the 

impact of COVID-19 deteriorates more than expected, would you have to consider topping 

up capital or other measures? 

A: (by Kazuyoshi Suzuki, Senior Executive Officer in charge of Corporate Planning) 

Banks are required to have sufficient capital. Currently, the credit portfolio is sufficiently 

diversified, and there has been no major change in the capital composition after last year's 

issuance of corporate bonds. We thus do not expect any potentially serious situation 

regarding capital, unless COVID-19 pandemic should deteriorate to an extreme degree. 
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■ Mr. Tsujino, analyst at Mitsubishi UFJ Morgan Stanley Securities 

Q: Definitions of bad debts in the three overseas regions are not clear, and it's not clear what 

kind of situations you are booking allowance for. I can understand accounting practices 

may differ from region to region, but I want further explanation on allowance. 

A: (by Shigeto Nasu, Managing Executive Officer and Vice General Manager of Business 

Administration Headquarters) 

Thana Sinsap in Thailand has currently offered moratoriums of 110,000 cases and has 

finance receivables totaling over 10.0 billion yen. Our local operation applied IFRS9 starting 

in the current fiscal year, and introduced surplus adjustment of about 4.0 billion yen from at 

the beginning of the period through balance sheet adjustment. Moratoriums of up to six 

months have been offered, and allowance of about 3.0 billion yen has been booked, in 

addition to the initial adjustment. 

In Malaysia, the number of billing instances currently totals about 1 million and financial 

receivables total over 200.0 billion yen, about 80% of which have been given moratoriums. 

So far, we have offered moratoriums in accordance with guidelines by the authorities in 

charge, and booked over 2.0 billion yen in allowance on a consolidated basis. 

Moratoriums have been offered in tens of thousands of cases in other regions as well. We 

have booked allowance totaling some 3.0 billion yen for the unlisted portion. 

 

■ Mr. Watanabe, analyst at Daiwa Securities 

Q: Please explain the breakdown of the breadth of decrease regarding the operating profit 

estimate for the current fiscal year. 

A: (by Shigeto Nasu, Managing Executive Officer and Vice General Manager of Business 

Administration Headquarters) 

Sales are beginning to recover in commercial complexes that are merchants especially in 

overseas operations, but the second-quarter figure is expected at 60% compared to the year 

earlier level. We expect the figure to increase to 80% in the third quarter and a level on a par 

with last year's in the fourth quarter. We think the figure for domestic business will start to 

gradually recover in the second quarter, compared to the overseas operations. Based on 

these assumptions, we expect operating income will decrease about 10% year on year. In 

terms of expenses, we expect increases in bad debts as a negative factor. Considering the 

current environment, we expect gains on securitization will also decrease. 

 

Q: Please explain the basis for deciding the dividend payout target of 23 yen for the current 

fiscal year. Is there a possibility that you may raise the level if profit levels exceed your 
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expectations by the end of the current fiscal year? Or, will you make this payout ratio of 

100% the upper limit in the next fiscal year and beyond? Let me know your view on 

payouts. 

A: (by Kazuyoshi Suzuki, Senior Executive Officer in charge of Corporate Planning) 

We think we need to take capital seriously from the viewpoint of external creditworthiness, 

and we wanted to limit decreases in capital. That is the thinking behind the decision to set the 

payout level. It also reflects risk scenarios. That said, our dividend targets or actual payouts 

could differ from it, affected by potential changes in capital adequacy and earnings forecasts. 

(by Kenji Fujita, President and CEO) 

The payout ratio of 100% is an abnormal figure that came up under the current situation. The 

ratio would be 30% to 40% if the profit level in normal times is applied. When sales 

opportunities return and profit levels return to normal, payout ratios will return to normal. We 

are hoping things will develop along the main scenario, rather than the risk scenario. If the 

main scenario comes true, we will change the dividend target. However, if we fail to adapt to 

the change in the business environment brought on by COVID-19, we need to rethink our 

dividend policy. We feel the need to return sufficient dividends to our shareholders, and for 

that, we are determined to make steady efforts. 

 

■ Mr. Hara, analyst at SMBC Nikko Securities 

Q: In the fourth quarter briefing, you mentioned stability of payouts, but now you have shown 

a lower payout level. Describe the background that led to the failure to maintain stable 

payouts. 

A: (by Kazuyoshi Suzuki, Senior Executive Officer in charge of Corporate Planning) 

At the 4Q results briefing where we referred to stability of payouts, we were not able to 

assess the impact from the spread of new coronavirus infection in a period from March to 

May. We came up with the latest payout target after assessing the first quarter results and 

discussing the optimum balance between capital adequacy and shareholder returns. 

 

Q: I'd like to ask about bad debts in your overseas operation. I have the impression that the 

full-year profit estimate is quite low. Do you expect, for example, allowance will increase 

outside the bad debt assumptions incorporated in the first quarter or the economic 

environment will deteriorate in the second quarter and later? 

A: (by Shigeto Nasu, Managing Executive Officer and Vice General Manager of Business 

Administration Headquarters) 

As there was little impact of the new coronavirus in the previous fiscal year's earnings results 



- 22 - 
 

in February for listed companies overseas and in December for unlisted companies overseas, 

no allowance was estimated for these in the previous fiscal year. As a result, in this fiscal 

year, normal profit level was achieved in the first month of the first quarter. However, after the 

impact of the new coronavirus started to be felt in early March, we had to book allowance in 

the first quarter, as discussed earlier. On the other hand, the full-year profit estimate is quite 

conservative, for sure, but we are yet to come up with a definitive estimate, although we think 

there is possibility that profit may improve as the pandemic may run its course or we may be 

able to collect more-than-expected amount of credit. We plan to continue to conduct 

counseling for debtors. 

 

Q: Major adjustments were made in the balance sheet in Thailand. What is your view on 

capital adequacy overseas? 

A: (by Kazuyoshi Suzuki, Senior Executive Officer in charge of Corporate Planning) 

We always have in mind levels required for listing for the three listed companies. In terms of 

unlisted subsidiaries, we must basically satisfy local requirements especially in overseas 

operation, as there are local regulations on aspects such as gearing ratios. If we become 

unable to satisfy local regulations in the unusual situation of the new coronavirus pandemic, 

we plan to analyze earnings deeply and take appropriate measures to address given 

situations. 

 

■ Mr. Niwa, analyst at Citigroup Global Markets Japan 

Q: I'd like to ask these questions about transaction volume of credit cards in the Japanese 

business. (i) You said transaction volume will come back up over a period through the 

fourth quarter. What is your view on campaigns? (ii) What do you think the makeup of 

transaction volume for each product will look like in the current fiscal year? (iii) I would like 

to know the plans after the government's program to award points for cashless methods. 

A: (by Kazuyoshi Suzuki, Senior Executive Officer in charge of Corporate Planning) 

(i). The main thing is digitalization and shift to online. In our previous policy, we aimed to 

increase members through ongoing solicitation efforts at AEON outlets. However, 

the new coronavirus pandemic has given rise to the requirement to avoid physical 

contact between people. We expect sign-up through online means will become more 

popular as a result. Therefore, we plan to design the structure and strategy aligned 

with this outlook.  

We aim to work out campaigns to promote digitalization and shift to online means, 

and carry them out. 
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  (by Kenji Fujita, President and CEO) 

(ii). We expect leisure activity will decline overseas but increase in Japan, and aim to 

capture the opportunity through strategies aligned with government measures.  

We expect the coronavirus pandemic will result in decreases in railway and air travel, 

while auto-related spending, including payment at gas stations and toll payments 

through ETC will increase. We also expect increased demand for furniture and home 

appliances, as well as online shopping, will remain high. 

(iii). COVID-19 has also prompted consumers to shift away from cash in their purchase at 

brick-and-mortar stores. We think capturing this opportunity is important for us. 

 

Q: What are your targets for the next fiscal year? For example, would your profit estimates 

remain the same? Or, do you expect your views on customer usage patterns, card 

issuance or credit extension may change significantly, resulting in additional costs for 

implementing structural reforms? I would like to know your views about the environment 

surrounding your business. 

 

A: (by Kazuyoshi Suzuki, Senior Executive Officer in charge of Corporate Planning) 

While we still don't know when the coronavirus pandemic may run its course, we think the 

pace of recovery in the next fiscal year will grow faster if the impact of digital reforms 

underway in this fiscal year starts to be felt. 

 

(by Kenji Fujita, President and CEO) 

In conclusion, we do not think the environment surrounding our company will not return to its 

previous state. There may be both positive and negative impacts from COVID-19, and we 

aim to capture opportunities generated on the positive side. For that, we aim to form a task 

force to lead us to adapt to the new environment. As the real channels decrease in weight, 

we need to take steps to address the change. We think it is critically important for us to ride 

on this wave of change in the current fiscal year.  

As for the cost of structural reforms, we aim to continue to make investment for digitalization 

while closely monitoring how the environment may change. 


