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20-D-0184 
June 4, 2020 

 

Highlights of Food Service Companies’ Financial Results for 
Fiscal Year 2019 

 
The following are Japan Credit Rating Agency, Ltd. (JCR)’s perception of the current status and 
highlights for rating concerning the financial results for the fiscal year 2019 (FY2019*) and earnings 
forecasts for FY2020 of Japan’s 5 food service companies:    

* : the fiscal year ended September 2019:  
      Sushiro Global Holdings Ltd. (“Sushiro Global HD”) ** 
* : the fiscal year ended December 2019:  
      SKYLARK HOLDINGS CO., LTD. (“SKYLARK HD”) ** 
      ROYAL HOLDINGS Co., Ltd. (“ROYAL HD”) 
* : the fiscal year ended March 2020:  
      ZENSHO HOLDINGS CO., LTD. (“ZENSHO HD”),  
      KISOJI CO., LTD. (“KISOJI”) 

   **: IFRS applied 
 
1. Industry Trend and Impact of COVID-19 Pandemic 
According to Japan Food Service Association’s “Food Service Industry Market Trends,” net sales of 
food service companies have been generally increasing year-on-year in recent years (Chart 1). JCR 
assumes that store strategy was focused on existing stores and measures for revitalization showed 
positive effects. However, due to the COVID-19 pandemic, net sales have declined rapidly since 
March 2020. On April 7, the government declared state emergency for seven prefectures, and on April 
16, the target was expanded nation-wide. People were asked to voluntarily stay home, and food 
service companies had to take various measures to reduce the operation scale including suspension 
of store operations, shorten operating hours and suspension of serving meals and drinks consuming in 
stores. In general, strong downward pressures have been placed on their sales. For April, net sales of 
the entire food service industry were 60.4% of that of a year earlier. It was the largest decline on a 
percentile basis since Japan Food Service Association started analyzing industry trends. By business 
type, net sales of fast food, which has already been handling to-go orders and provided drive-thru 
services, was 84.4% of that of a year earlier while casual family-oriented restaurant and Izakaya 
(casual drinking place), for which customers are mainly eating and drinking in stores, were seriously 
damaged shown as net sales were 40.9% and 9.7% of these of a year earlier respectively. On May 25, 
the emergency declaration was lifted; however, it is assumed that it will take time to restore the sales 
volume before the COVID-19 pandemic as there are number of restrictions to resume the store 
operations including layout of tables in dining areas, rules for entering stores, etc. On the other hand, 
the cost burden continues to be heave including personnel costs and rents; therefore, the severe 
business environment will highly likely continue.  
 
2. Financial Results 
Total net sales of the five food service companies increased 4.3% year-on-year to 1,389.4 billion yen, 
and operating income increased 0.6% to 62.1 billion yen for FY2019 (Chart 2). While rising costs 
centering on personnel expenses as well as depreciation expenses worked negatively on operating 
income, overall performance was boosted by robust existing store sales, favorable new store openings 
and contribution of newly consolidated subsidiaries. Since the financial years ended by March 2020, 
an impact of the COVID-19 pandemic to their financial results for FY2019 was insignificant. By 
individual company, Sushiro Global HD and ZENSHO HD increased net sales and income, SKYLARK 
HD and ROYAL HD increased net sales but decreased income, and KISOJI decreased both net sale 
and income. KISOJI’s business type is to attract annual gathering for celebrations, which include 
annual family Buddhism gatherings or small welcome and farewell parties for companies in spring 
time; therefore, it is easily affected by the impact of COVID-19 pandemic, which worked as a negative 
factor. 
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 As for the financial position, the aggregate equity ratio and D/E ratio of the five food service 
companies as of the end of FY2019 were 34.4% (36.1% a year earlier) and 1.3x (1.1x a year earlier) 
respectively. The aggregate equity capital increased to 376.8 billion yen from 353.1 billion yen a year 
earlier, and interest-bearing debt increased to 505.7 billion yen from 402.6 billion yen from a year 
earlier. These changes were due mainly to the adoption of IFRS16. Excluding the factor, there are no 
significant changes in the financial structures. Free cash flow was positive due to solid investments 
supported by favorable business performance. By company, Sushiro Global HD and ZENSHO HD 
improved financial structures, and ROYAL HD and KISOJI maintained almost the same levels as 
previous fiscal year. SKYLARK HD’s equity ratio deteriorated approximately 10%, but there are no 
particular concerns over actual condition as its assets and liabilities increased due to adoption of 
IFRS16.  
 
3. Highlights for Rating  
The impact of voluntary restraint on going out due to the COVID-19 pandemic was extremely large and 
the food service companies were considerably damaged. Since it is difficult to reasonably estimate the 
projection for FY2020 at present, each company has not determined it yet. The severe business 
environment is expected to continue for the time being after lifting of the declaration of emergency; 
therefore, JCR assumes key points are their resilience to the impact of COVID-19 pandemic and 
deteriorated business performance as well as their recoverability after the convergence. 
 First of all, focusing on the trend of same-store sales as an impact to the business performance, 
where a demand for gatherings with larger number of persons is stronger or customer seat turnover is 
lower, negative impacts on the performance is stronger as the restrictions on the operation are stricter 
and the number of customers visiting stores is on decrease. Specifically, Izakaya is affected the most 
followed by casual family-oriented restaurant. Fast food, which can easily accommodate take-out and 
delivery needs is also affected but somehow coping with the situation. JCR assumes timing of 
recovery and pace are depending on the business type. In addition, classification of location and 
responding to needs of home-meal replacement will also influence the resilience. For example, where 
stores are serving customers in urban district, many stores will be affected by a decrease in the 
number of office workers due to expansion of telecommuting. Areas where stores are operated also 
influence the sales trend as degree of expansion of the infection and enforceability of the regulation 
vary among areas. Along with extension of the period of voluntary restraint on going out, demand for 
home-meal is increasing; therefore, it is important to response to the needs of home-meal replacement 
to minimize the amount of reduction in sales.  
 It is necessary to pay attention to companies operating stores overseas. Depending on country 
and region, enforceability of lockdown and voluntary restraint on going out as well as the timing of 
restoring normal situation are different. It is assumed that stores may be closed down depending on 
the degree of deterioration in performance. Such companies have inherent impairment risk of stores 
and goodwill; therefore, JCR will pay attention to the impact on their business performances and 
financial structures.  
 In the current phase of substantial decrease in sales, cost control is the important point to reduce 
degree of deficit. It is essential to advance measures toward reducing costs including fixed costs 
through carrying out negotiations to reduce rents, control of personnel expenses and others. JCR also 
pay attention to price strategies. There are various measures to secure sales including capturing 
demand by setting prices in line with the consumption environment, well-thought menu to increase per 
customer spending. 
 Situation of store development should also be monitored. New store openings may likely be 
stagnant due to difficulty in securing cash. Some companies closing down unprofitable stores to stop 
the deterioration in the performance. It seems that these movements will likely lead to downsizing of 
the business scale in general; thereby the most important issue is to recover the earnings capacities 
by revitalizing existing stores. Subsequently, JCR will closely monitor whether the companies’ financial 
strength will recover until it can invest funds in new store openings aiming to expand and grow. 
 For financial aspect, JCR pays attention to funding trend including liquidity on hand and overdraft 
facilities of current account. It is assumed that companies may face difficulty in securing cash due to 
rapid deterioration in business performance, and interest-bearing debt increases in order to increase 
cash positions. In addition, financial structures are expected to deteriorate as there is a concern for 
impairment of equity capital resulting from expanded net loss caused by operating deficit or 
impairment loss of assets.  

Shigenobu Tonomura, Masaki Abe, Misa Ishizaki  
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(Chart 1) Year-on-Year Changes in Net Sales 

 
Source: Prepared by JCR based on Japan Food Service Association “Food Service Industry Market    
       Trends” 
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(Chart 2) Business Performance of Food Service Companies      

(JPY100 mn, %, times) 
  FY2017 FY2018 FY2019 FY2020 

ZENSHO HD Net Sales 5,791 6,077 6,304 N/A 
(7550) Operating Income 176 188 209 N/A 
 Shareholders’ Equity 675 1,022 1,166  
 Interest-bearing Debt 1,503 1,826 1,715  
 Shareholders’ Equity Ratio 22.9 27.0 31.9  
 Interest-bearing Debt/EBITDA 3.9 4.5 3.8  
 D/E Ratio 2.2 1.8 1.5  
SKYLARK HD Net Sales 3,594 3,664 3,754 N/A 
(3197) Operating Income 281 229 206 N/A 
 Shareholders’ Equity 1,273 1,305 1,328  
 Interest-bearing Debt 1,376 1,419 2,585  
 Shareholders’ Equity Ratio 40.0 39.5 29.3  
 Interest-bearing Debt/EBITDA 3.2 3.7 3.4  
 D/E Ratio 1.1 1.1 1.9  
Sushiro Global HD Net Sales 1,564 1,749 1,991 N/A 
(3563) Operating Income 92 117 145 N/A 
 Shareholders’ Equity 319 408 474  
 Interest-bearing Debt 522 472 421  
 Shareholders’ Equity Ratio 25.4 30.9 34.7  
 Interest-bearing Debt/EBITDA 3.8 2.8 2.1  
 D/E Ratio 1.6 1.2 0.9  
ROYAL HD Net Sales 1,356 1,377 1,406 N/A 
(8179) Operating Income 60 57 46 N/A 
 Shareholders’ Equity 510 499 508  
 Interest-bearing Debt 253 290 315  
 Shareholders’ Equity Ratio 52.5 50.1 49.6  
 Interest-bearing Debt/EBITDA 2.2 2.5 2.8  
 D/E Ratio 0.5 0.6 0.6  
KISOJI Net Sales 444 451 439 N/A 
(8160) Operating Income 22 26 14 N/A 
 Shareholders’ Equity 289 298 292  
 Interest-bearing Debt 13 18 19  
 Shareholders’ Equity Ratio 75.2 75.6 76.5  
 Interest-bearing Debt/EBITDA 0.4 0.5 0.7  
 D/E Ratio 0.0 0.1 0.1  
Total Net Sales 12,236 12,750 13,317 N/A 
 Operating Income 631 617 621 N/A 
 Shareholders’ Equity 3,066 3,531 3,768  
 Interest-bearing Debt 3,670 4,026 5,057  
 Shareholders’ Equity Ratio 35.1 36.1 34.4  
 Interest-bearing Debt/EBITDA 3.3 3.6 3.3  
 D/E Ratio 1.2 1.1 1.3  

Source: Prepared by JCR based on financial materials of above companies 
Notes: Japanese GAAP: ZENSHO HD, ROYAL HD and KISOJI (unconsolidated)      
  EBITDA (Japanese GAAP) = Operating income + interest and dividend income + depreciation
          expenses + goodwill amortization         
  Interest-bearing Debt (Japanese GAAP) = short-term borrowing + long-term borrowing +   
              corporate bonds + lease obligations     
  IFRS: Sushiro Global HD and SKYLARK HD              
  EBITDA (IFRS) = (gross profit – SG & A expenses) + interest and dividend income +    
       depreciation expenses 
  Interest-bearing debt (IFRS) =  short-term borrowing + long-term borrowing + corporate bonds 
           + other financial liabilities 
  In the financial indicators of ZENSHO HD, equity content of the subordinated loan is taken into 
  consideration 
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<Reference> 
Issuer: Sushiro Global Holdings Ltd. 
Long-term Issuer Rating: A-  Outlook: Stable 

Issuer: ROYAL HOLDINGS Co., Ltd. 
Long-term Issuer Rating: BBB+  Outlook: Stable 

Issuer: ZENSHO HOLDINGS CO., LTD. 
Long-term Issuer Rating: BBB   Outlook: Positive 

Issuer: KISOJI CO., LTD. 
Long-term Issuer Rating: BBB   Outlook: Stable  
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Information herein has been obtained by JCR from the issuers and other sources believed to be accurate and reliable. However, because of the possibility of human or mechanical error as well as other factors, 
JCR makes no representation or warranty, express or implied, as to accuracy, results, adequacy, timeliness, completeness or merchantability, or fitness for any particular purpose, with respect to any such 
information, and is not responsible for any errors or omissions, or for results obtained from the use of such information. Under no circumstances will JCR be liable for any special, indirect, incidental or 
consequential damages of any kind caused by the use of any such information, including but not limited to, lost opportunity or lost money, whether in contract, tort, strict liability or otherwise, and whether 
such damages are foreseeable or unforeseeable. JCR's ratings and credit assessments are statements of JCR's current and comprehensive opinion regarding redemption possibility, etc. of financial obligations 
assumed by the issuers or financial products, and not statements of opinion regarding any risk other than credit risk, such as market liquidity risk or price fluctuation risk. JCR's ratings and credit assessments 
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