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Highlights of Major Milling Companies’ Financial Results for 
Fiscal Year Ended March 2020 

 
The following is Japan Credit Rating Agency, Ltd. (JCR)’s perception of the current status and 
highlights for rating concerning the financial results for the fiscal year ended March 2020 (FY2019) and 
earnings forecasts for FY2020 of Japan’s three flour milling companies (collectively, the “Companies”): 
NISSHIN SEIFUN GROUP INC. (“NISSHIN SEIFUN GROUP”), Nippon Flour Mills Co., Ltd. (“Nippon 
Flour Mills”) and Showa Sangyo Co., Ltd. (“Showa Sangyo”). 
 
1. Industry Trend and Impact of COVID-19 Pandemic 
Sales trends for flour milling companies are being affected by the coronavirus disease (COVID-19) 
pandemic. While sales have been increasing since late-February for household products because of 
school closures and self-quarantine, they are decreasing for the products for convenience stores and 
restaurants due to teleworking and a fall in demand from inbound tourists. Changes in consumer 
spending also require attention as consumers’ preference for low-priced products may become 
stronger again. As such, the sales aspect could work negatively for corporate performance. Meanwhile, 
there are no concerns about procuring wheat, a primary raw material. Even though wheat relies mostly 
on import from the U.S. and Australia, it is controlled by state trading; in fact, the Japanese 
government has a couple months of stock. Moreover, given sufficient stock worldwide and weakening 
demand from compound feed manufacturers, international market price of wheat has been stable at 
the level of USD 5 per bushel. 

Recently, JCR has been carefully watching developments in trade negotiations. With the 
effectuation of the Trans-Pacific Partnership (TPP) in 2018, a 45% reduction in the markup for wheat 
imported from Australia and Canada, both participating in TPP, by the ninth year became final. Also, 
Japan’s trade agreement with the U.S., which accounts for half of imports, became effective in January 
2020 and is almost on a par with TPP. JCR thus considers that flour milling companies’ performance 
will be affected only to a limited extent. 
 
2. Financial Results 
When simply added, combined net sales and operating income of the Companies for FY2019 came to 
1,311.0 billion yen and 48.7 billion yen, improving 13.3% and 4.7% from the previous year, respectively, 
and both growing for two years in a row. The Companies were all affected by the pandemic but only 
limitedly. The flour milling segment generated a firm income thanks to solid domestic shipment. 
Operating income from the foods segment on the other hand varied among the Companies. While 
NISSHIN SEIFUN GROUP and Showa Sangyo achieved income growth thanks to the consolidation of 
TOKATSU FOODS CO., LTD. and price revisions in the starches and sweeteners business, 
respectively, Nippon Flour Mills saw its income decline due to an increase in depreciation, 
advertisement and sales promotion expenses. 

Financial structure remained good for the Companies as at the end of FY2019. NISSHIN SEIFUN 
GROUP issued 20 billion yen of bonds in July 2019 to fund the consolidation of TOKATSU FOODS 
and other investments, which however had little impact on the financial structure. The Companies 
intend to continue investment going forward, too, to develop new earnings sources, such as overseas 
and ready-made meal businesses. Given their ready liquidity and cash flow generation capacity, JCR 
assumes it unlikely that the financial structure will weaken significantly. 
 
3. Highlights for Rating 
FY2020 is expected to see net sales and operating income fall 0.8% and 11.0% over the year to 
1,301.0 billion yen and 43.4 billion, respectively. The Companies incorporate the negative impact of 
the pandemic into their forecasts, and such impact is projected to push down net sales by 38.8 billion 
yen and operating income by 5.5 billion yen in the combined total. By segment, both net sales and 
operating income will likely shrink in the flour milling segment for all of the Companies as the volume 
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of shipment, especially to restaurants, is expected to decrease slightly. In the foods segment, only 
NISSHIN SEIFUN GROUP forecasts higher income with growth in sales of high value-added products, 
such as quick boil spaghetti, and Nippon Flour Mills and Showa Sangyo anticipate income decline due 
to changes in consumer behavior because of the pandemic. 

The Companies’ FY2020 forecasts are a bit weaker than those that JCR assumed for rating 
reviews in December 2019 but not too different in JCR’s view. 

JCR assumes that the Companies’ performance will be negatively affected by changes in 
consumer spending due to the pandemic for a while but will most likely start improving gradually. The 
Companies will continue their efforts to boost the earnings power by enhancing business bases in 
domains other than domestic flour milling. 

While the Companies have made their way well into the areas of frozen foods, prepared foods, etc. 
in Japan, successfully bringing them to certain scales, they are faced with growing logistics and other 
costs in recent years. Under these circumstances, NISSHIN SEIFUN GROUP consolidated TOKATSU 
FOODS in 2019, and Showa Sangyo operating the vegetable oils business announced its takeover bid 
for Boso Oil & Fat Co., Ltd. in May 2020. JCR will watch whether these measures will help increase 
their capabilities to develop new products and improve production efficiency, consequently enhancing 
competiveness. 

The Companies are also working to develop the overseas business. NISSHIN SEIFUN GROUP 
raised its overseas sales ratio to a little over 20% in FY2019 with the acquisition of Allied Pinnacle Pty 
Limited. While being affected by the pandemic, including the suspension of the construction of a yeast 
plant in India, it largely maintains its policy to expand the overseas business. Nippon Flour Mills in the 
meantime is expanding its sales channels into Southeast Asia and North America, and Showa Sangyo 
has announced its entry into the flour milling and animal feed (egg production) businesses in Taiwan. 
Even though the overseas business account for only a small part of entire operations for the latter two 
companies, JCR will keep an eye on progress in such endeavors and whether they can achieve a 
medium- and long-term growth as a result. 

Hajime Inoue, Mariko Miura 
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(Chart 1) Consolidated Financial Results of Three Major Milling Companies 
(JPY 100 mn, %) 

  FY2017 
(Actual) 

FY2018 
(Actual) 

FY2019 
(Actual) 

FY2020 
(Forecast) 

 FY2017 
(Actual) 

FY2018 
(Actual) 

FY2019 
(Actual) 

NISSHIN SEIFUN GROUP 
(2002) 

Net Sales 5,400 5,653 7,121 7,000 Equity Capital 3,992 4,039 3,949 
Operating Income 272 269 288 260 Interest-bearing Debt 161 163 533 
Operating Margin 5.0 4.8 4.1 3.7 Equity Ratio 67.3 67.9 59.3 

Nippon Flour Mills 
(2001) 

Net Sales 3,234 3,353 3,448 3,450 Equity Capital 1,523 1,501 1,537 
Operating Income 100 112 111 90 Interest-bearing Debt 453 613 633 
Operating Margin 3.1 3.3 3.2 2.6 Equity Ratio 55.7 51.2 52.9 

Showa Sangyo 
(2004) 

Net Sales 2,331 2,559 2,540 2,560 Equity Capital 781 828 853 
Operating Income 65 84 88 84 Interest-bearing Debt 343 303 293 
Operating Margin 2.8 3.3 3.5 3.3 Equity Ratio 45.7 47.4 49.2 

Total 
Net Sales 10,967 11,566 13,110 13,010  
Operating Income 438 465 487 434 
Operating Margin 4.0 4.0 3.7 3.3 

 

(Chart 2) Operating Income of Flour Milling Segment 
(JPY 100 mn) 

 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020F 
NISSHIN SEIFUN GROUP 76 92 98 100 92 93 81 
Nippon Flour Mills 23 39 40 52 55 57 53 
Showa Sangyo 21 30 29 24 30 29 28 

 

(Chart 3) Operating Income of Foods Segment 
(JPY 100 mn) 

 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020F 
NISSHIN SEIFUN GROUP 97 115 124 135 134 146 153 
Nippon Flour Mills 57 68 67 44 52 49 33 
Showa Sangyo 42 39 50 32 45 48 44 
(Source: Prepared by JCR based on financial materials of above companies) 
Note: Above figures are the simple sum of the figures for the processed food and prepared foods & other prepared foods 

businesses for NISSHIN SEIFUN GROUP and those for the vegetable oils and starches & sweeteners businesses for 
Showa Sangyo. FY2020 figures are the forecasts of respective companies. 

 

<Reference> 
Issuer: NISSHIN SEIFUN GROUP INC. 

Long-term Issuer Rating: AA Outlook: Stable 

Issuer: Nippon Flour Mills Co., Ltd. 
Long-term Issuer Rating: A Outlook: Stable 

Issuer: Showa Sangyo Co., Ltd. 
Long-term Issuer Rating: A- Outlook: Stable 
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