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 In the six months ended September 30, 2023, we posted record profits for the second 

quarter. Ordinary income was ¥59.2 billion, a year-on-year increase of ¥3.4 billion. Net 

income increased by ¥41.9 billion to ¥35.6 billion due to the dissipation of Russia-

related losses.

 As shown in the table below, shareholders’ equity increased 14.1% to ¥869.0 billion, 

mainly due to the impact of the weaker yen.
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 Net income for the six months ended September 30, 2023 was ¥35.6 billion, up ¥41.9 

billion from a net loss of ¥6.3 billion in the same period of the previous fiscal year. The 

breakdown of the increase is as follows: The Equipment Leasing segment slightly 

decreased year on year, while the other four operating segments secured an increase. 

 In particular, the Specialty Financing and International Business segments, which had 

recorded significant impairment losses and valuation losses in the same period of the 

previous fiscal year, reported a significant increase in income.
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 Our achievement rate (progress in %) by the first half of FY2023 for net income was 

51% of our forecast of ¥70.0 billion for FY2023, surpassing our standard achievement 

rate of 50%. On an operating segment basis, Q2 segment income in the Automobility

and Environmental Infrastructure segments outperformed our standard achievement 

rate of 50%. Meanwhile, Q2 segment income in the Specialty Financing and 

International Business segments underperformed the standard 50% mark.

 While the rate of progress was high in the Automobility segment, which was led by 

strong Nippon Rent-A-Car Service, Inc. (NRS), and in the Environmental Infrastructure 

segment, mainly due to seasonal factors, the Specialty Financing segment had lower 

gains on sales. However, the overall progress has been in line with the projection for 

annual income.
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 Operating segment trends on an ordinary income basis, our former financial target.

 In contrast with net income, ordinary income of the Specialty Financing segment 

sharply decreased year on year. 

 In Q2 FY2022, the Specialty Financing segment recorded gains on sales exceeding ¥10.0 

billion at the ordinary income level despite the recording of extraordinary losses due to 

impairment losses related to Russia. In Q2 FY2023, the Company posted a decline in 

ordinary income but a sharp rise in net income due to the absence of these two major 

factors.

 The forecast for FY2023 ordinary income is ¥110.0 billion. We secured an achievement 

rate by the first half of FY2023 of 54%, which was above the standard achievement rate. 

 The achievement rate in each respective operating segment trended on par with the 

achievement rate for net income.
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 As you can see in the legend at the left top of this slide, this page shows the breakdown of ordinary 

income into three elements: “Core earnings,” “Gain on sales,” and “Impairment, bad debt, and gain 

(loss) on valuation of operational investment securities.”

 “Gain on sales” covers capital gains from real estate and operational investment securities.

 The graph on the left shows year-on-year changes, while the graph on the right shows changes by 

quarter. 

 Core earnings totaled ¥59.2 billion, a year-on-year decrease of ¥2.0 billion.

 The main reasons for this decrease are that the core earnings for the same period of the previous 

fiscal year included one-time gain in the real estate business and the gain on sales of vessels from an 

equity-method affiliate, which is treated as core earnings. Excluding these two factors, core earnings 

would have increased.

 Next, gain on sales decreased to ¥2.8 billion, a significant decline of ¥10.4 billion year on year, 

mainly due to a decline in the Specialty Financing segment. Impairment, bad debt, and gain (loss) on 

valuation of operational investment securities improved significantly by ¥15.8 billion to ¥2.8 billion, 

mainly due to the absence in valuation losses that had been reported in the International Business 

segment in the same quarter of the previous fiscal year.

 The performance of each operating segment broken down to “core earnings,” “gain on sales,” and 

“impairment, bad debt, and gain (loss) on valuation of operational investment securities” are shown 

on page 60. 
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 The total for all segments was ¥5,552.4 billion, an increase of ¥188.6 billion from the 

end of the previous fiscal year. 

 The increase was primarily due to the following three factors: an increase of ¥240.9 

billion due to foreign exchange, an increase of approximately ¥140.0 billion in the 

aviation and real estate businesses excluding the effect of the exchange rates, and a 

decrease of approximately ¥200.0 billion due to the conversion of Orico Auto Leasing 

Co., Ltd. (OAL), included in the Automobility segment, and Orico Business Leasing Co., 

Ltd. (OBL), included in the Equipment Leasing segment, both of which had been 

consolidated subsidiaries of the Company, into equity-method affiliates.
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 The quarterly segment assets, ordinary income, and ROA (ratio of ordinary income to 

segment assets) for the Equipment Leasing segment are shown in the bar and line 

graphs at the bottom of the chart. 

 Segment assets at the end of the second quarter of FY2023 were approximately ¥1,210 

billion, a decrease of approximately ¥220.0 billion from approximately ¥1,430 billion at 

the end of the first quarter of FY2020, as shown on the far left of the chart, partially 

due to the conversion of OBL into an equity-method affiliate. 

 On the other hand, ROA has steadily improved from 1.9% to 2.4% through portfolio 

management focused on asset efficiency.

 We do not intend to only reduce the asset balance but aim to replace and compress 

unprofitable assets for improving ROA. In order to achieve the profit and ROA targets 

for the Equipment Leasing segment in the medium-term management plan, we plan to 

build up the necessary assets.
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 In Q2 FY2023, equity in earnings of the affiliate decreased by ¥0.3 billion year on year 

to ¥3.6 billion. 

 NTT TC Leasing Co., Ltd. (NTL) reported a decrease in earnings year on year mainly due 

to a decline in commission income for large projects recorded in the same period of the 

previous fiscal year. However, thanks to the cooperation between the Company and the 

NTT Group, NTL’s segment assets, which support its core earnings, have remained 

strong, and its current earnings power is steadily expanding.
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 In Equipment Leasing, TRY Corporation (TRY), our subsidiary, eliminated data from 

approximately 200,000 end-of-lease computers and other information devices on an 

annual basis and resold them at auctions and other sites.

 On the other hand, U.S.-based CSI Leasing, Inc. (CSI) and its Group, which operates a 

similar business worldwide, offers a wider range of services than TRY and has achieved 

high profitability in computer resale. 

 Against this background, we will aim to double the processing of IT assets through the 

advancement of our services by providing the know-how of CSI and its subsidiary, EPC, 

to TRY and the expansion of customers provided with the ITAD services, including data 

elimination.

 We will also strive to increase revenues from the current ¥2.0 billion to ¥5.0 billion to 

become a leading company in the ITAD business in Japan.
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 Ordinary income increased ¥3.9 billion year on year, led by the strong performance of NRS. 

Segment assets decreased by ¥145.4 billion due to the conversion of OAL into an equity-

method affiliate.

 The rise in used car prices was a tailwind for Automobility’s performance. Although used car 

prices remain higher than before COVID-19, they have fallen from the previous fiscal year. 

 In this environment, Nippon Car Solutions Co., Ltd. has secured the same level of ordinary 

income as in the previous fiscal year through replacing the current assets with profitable assets 

and flexible sales operations according to the market movement.

 I would like to talk about measures we are taking to improve profitability through the renewal 

of the NRS sales branches. To further improve its profitability, NRS will renew around 200 sales 

branches, one-third of all NRS sales branches, by FY2025.

 The photos show the Yokohama Station West Exit branch, which was relocated and renewed 

this summer. 

 The former sales branch was small, often taking a long time to serve customers during busy 

times. After the move, the large counter and smooth rental operation contributed to improved 

customer satisfaction, as well as increased profit in the sales branch due to improved efficiency 

of the operation.
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 We have implemented various measures to improve profitability. During the COVID-19 

pandemic, we tightened our cost controls. We have strengthened direct sales via a 

smartphone app, and flexibly set prices to meet demand. In January 2023, we revised 

our basic car rental rates, which vary depending on the type of car and plan.

 Revenues in the second quarter of FY2023 rose to ¥20.0 billion, more than in the 

second quarter of FY2019, which was before the pandemic, while costs were at 96% of 

pre-COVID-19 levels. 

 NRS expects ordinary income of ¥5.4 billion for the third quarter of FY2023, which runs 

from July to September. NRS adopts a fiscal year that begins in January and ends in 

December. 

 Ordinary income for the nine months ended September 30, 2023 is expected to be 

¥12.4 billion, exceeding the previous fiscal year’s annual high of ¥8.4 billion in the third 

quarter of FY2023.
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 Specialty Financing posted a decline year on year due to the dissipation of gains on 

sales associated with principal investment and others recorded in the same period of 

the previous fiscal year and of one-time factors in the real estate and shipping 

businesses.

 In the aviation business, ACG recorded a decline in income. However, GA Telesis, LLC, 

an affiliate that primarily trades in aircraft parts, recorded an increase in income in 

“Other” under Aviation, capturing rapidly recovering market demand.
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 ACG’s financial results (standalone) for the six months of the fiscal year ending 

December 31, 2023, are on the left-hand side of the slide. These results were disclosed 

in August 2023.

 Total revenues increased by USD72 million, driven by revenue from the leasing of 

ordered aircraft and sale-and-leasebacks, and the steady cash collections from airlines, 

which post revenues on a cash basis. 

 Income before income taxes was USD45 million, a significant increase from the same 

period of the previous fiscal year due to the dissipation of impairment losses related to 

Russia and other adverse factors.

 Based on these figures, a reconciliation table was prepared, as shown below, to reflect 

them into the Company's consolidated financial statements.

 On a consolidated basis after consolidation adjustments, the Company recorded an 

ordinary income of ¥3.0 billion owing in part to one-off adjustment factors.
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 According to IATA, passenger volume in North and Latin America & Caribbean is expected to return to 

pre-COVID-19 levels in FY2023.

 In the aircraft leasing market, lease rates and aircraft value have steadily recovered, especially for 

narrow bodies, the main aircraft that ACG handles. 

 Deliveries of aircraft by Airbus and Boeing have been delayed due to stagnation in the supply chain of 

aircraft components and labor shortages. As a result, inquiries from airlines to acquire used aircraft or 

to re-lease have been increasing. The environment is becoming favorable for aircraft lessors.

 ACG’s lease and re-lease rates on new contracts have also steadily increased, although they have not 

fully absorbed the sharp rise in interest rates since last year.

 The outlook for ACG’s future recovery.

 The upper right side of the page shows quarterly trends in ACG’s operating lease revenue, interest 

expense, net, and federal funds rates since FY2019 through the six months ended June 30, 2023. The 

lower section shows quarterly trends in gain on sale of flight equipment, net.

 First, look at the graph in blue, the operating lease revenue.

 Operating lease revenue on a quarterly (three-month) basis in FY2019 was approximately USD250 

million. However, due to increased aircraft off-lease and payment delays during the COVID-19 

pandemic, the operating lease revenue dropped to approximately USD220 million in FY2020 through 
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FY2022. 

 In FY2023, we have seen a recovery in revenue, with the decrease in off-lease aircraft and the 

collection of overdue payments from some airlines as the aviation market has been recovering. 

 We expect further recovery in the second half of FY2023. On the other hand, since we have 

some one-time factors in FY2023, including the collection of past overdue payments, we would 

like to have your understanding for the time lag before we see recovery reflecting the increase 

in lease rates implemented in FY2023.

 Interest expense, shown by the orange line, has been on an increasing trend since the second 

half of FY2022 due to the rise in the federal funds rate, offsetting the recovery in the operating 

lease revenue. 

 If interest rates remain high, we believe it will take longer for earnings to recover.

 Next, the gain on sale of flight equipment, net, shown in the lower section.

 In FY2019, we had about USD70 million on an annual basis. Then, the market has deteriorated 

due to the impact of COVID-19. We had limited gain on sale of flight equipment, net from 

FY2020 through FY2022. 

 However, as I mentioned earlier, demand for used aircraft is increasing due to a shortage of 

new aircraft, and ACG is receiving an increasing number of sales inquiries. 

 In the second half of FY2023, we expect considerable gain on sale of flight equipment, net.

 Regarding the outlook for FY2023, while interest expense will remain high, we can offset the 

cost increase with the collection of lease payments from airlines, which post revenues on a 

cash basis, and an increase in gain on sale of flight equipment, net.
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 Ordinary income for the six months of the fiscal year ending December 31, 2023 at CSI 

amounted to USD43 million, a decrease of USD10 million year on year, mainly attributable to a 

decrease in secondary lease income and an increase in SG&A expenses in light of the expansion 

of bases.

 The decrease in secondary lease income reflects a decline in new transactions due to the 

stagnation in the supply chain during the COVID-19 pandemic from FY2020 to FY2021. 

 In FY2023, we are experiencing a lull due to the expiration of contracts for assets entered into 

during the period from FY2020 to FY2021. We estimate that these expirations which are a 

source for secondary income will result in weakness throughout the year.

 Transaction volume has grown in all regions.

 Accordingly, in tandem with a build-up of segment assets, which is a source of profits, the 

ability to generate core earnings is steadily increasing. We continue to expect sustainable 

growth in the medium to long term.

 Inquiries from global corporate customers pursuing digital transformation (DX) are increasing 

because they favor CSI’s ability to provide the same services worldwide through its base 

network and its value-added services, such as ITAD services that safely and adequately dispose 

of IT equipment.
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 CSI is actively expanding worldwide, including through M&As. 

 In October 2023, CSI acquired a new Malaysian ITAD service company and is focused on 

expanding its base in Asia where growth is expected.
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 Environmental Infrastructure has performed steadily. However, due to two negative 

factors in the second half of FY2023, we do not expect profits to be as high as in the 

first half. 

 The first negative factor is that revenues from the solar power business will decline due 

to seasonal shorter daylight hours, and the second is that the biomass co-firing power 

plant of Shunan Power, which contributed to earnings in the first half of FY2023, will 

undergo a biennial inspection.
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 This is about portfolio transformation, one of the four pillars of TC Transformation 

aimed at strengthening earnings power and promoting ESG initiatives as set out in our 

Medium-Term Management Plan 2027.

 To achieve the KPI of ROA (ration of net income to total assets) of 1.4%, we will strive 

to increase the value of existing businesses, facilitate asset turnover in business 

investments, replace or divest unprofitable assets, and explore new business fields 

under the policy of placing strong emphasis on profit growth and ROA Improvement.
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 We will invest primarily in mega-solar projects in North America and Europe where high 

profitability and volume are expected and the country risk is low.

 Pipelines are increasing, and we plan to expand our overseas assets to a substantial size 

by FY2027, the final year of the medium-term management plan.
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