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FY2018 Q2 Financial Results Meeting – Q&A Summary 

 

1. Mizuho Securities – Mr. Iwasa 

Q. When will consumers be able to use the (new) Rakuten Pay? How will you combine the 

various payment systems into one? It is possible to use Rakuten Edy with Google PAY, but 

not on the iPhone. Could you share a rough idea of the schedule of when you plan to start 

offering the new system, including Rakuten Edy? 

A. (Nakamura) 

(Explains system using demo screen) Users can log into Rakuten Pay with a Rakuten ID. It 

is possible to login and set up all the Rakuten services with a Rakuten ID. The app displays 

the barcode or QR point screen, Rakuten Point Card and the Rakuten Edy screen, and by 

inputting a Rakuten ID, users can add credit to the Rakuten Cash (remittance system) using 

the credit cards registered on their account. These are the points that differentiate us from 

our competitors. For remittance, by simply picking a person from their friend list, adding a 

message and swiping the screen, users can easily send money. The app also features a 

billing function, which for example can be used to split the bill. It is also possible to confirm 

from the payers who has paid and who hasn’t. In addition, as other Rakuten services use 

the same ID, it is possible to check all the usage history of all the services you use through 

the personal page. We are planning to carry out field testing of the app internally this 

summer and release the app at the start of 2019. The Rakuten Edy protocol is based on 

Android. We believe that we must make Rakuten Edy compatible with a variety of different 

systems. We believe that there is a lot of potential, and we want to expand the possibilities. 

 

Q. Costs for One Delivery will grow going forward, but what will be generating these costs? 

Could you tell us about the profit for domestic EC after the full-scale launch of One Delivery? 

As you will be collecting fees from merchants, will the margin stay the same, or will it go 

down in the future? 

A. (Takeda) 

The current profit doesn’t include much of the actual costs of One Delivery. The rising last 

mile delivery fees have had a major impact on this quarter. The investment into building the 

logistics foundation will continue in stages going forward, but as rental fees don’t occur 

straight after renting a warehouse, we believe the costs will occur gradually. What is most 

important in maximizing the profitability of a distribution facility is how quickly you can fill the 
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floor space, and in this area we aim to break even. However, for the last mile deliveries, we 

can’t build the whole logistics network in-house. We need to make use of a variety of 

different ways to build out the network, including partnerships with local logistics companies 

and direct employment, and this will incur a certain level of costs. We will consider how we 

absorb the costs going forward. 

Q. About the operation of the logistics centers, I heard that a few years ago you had a lot of 

trouble bringing products from merchants into the logistics centers. Could you tell us about 

your take on the present situation of bringing products into and sending them out from the 

logistics center? 

A. (Takeda) 

We will place high importance on comprehensive operation, including bringing products into 

the warehouse and the trunk line logistics between the Kansai region and Tokyo, etc. that 

we will build ourselves. In addition, there are now more ways to bring in products than there 

were in the past, and we believe we can carry this out efficiently even while building a 

system to bring in products ourselves. For example, the integration of the systems in Bic 

Camera’s distribution centers and Rakuten’s distribution centers is going well. The ability to 

systematically manage the OMS (Order Management System) will become a major merit. 

 

2. Deutsche Securities – Mr. Kazahaya 

Q. What timescale are you looking at to establish this logistics foundation? How much of the 

total delivery volume will be handled by Rakuten Super Logistics? 

A. (Komori) 

The existing distribution centers in Ichilkawa and Kawanishi, etc. are at around full capacity, 

so we have acquired the properties in Nagareyama and Hirakata. Our first step will be to get 

these distribution centers up and running and fill the floor space. We will decide about the 

further expansion of the facilities while monitoring the progress of the first step. Regarding 

the ratio of the total delivery volume, our first priority is to carefully manage the whole 

process from order to delivery ourselves. Going forward, we will gradually expand capacity 

so that in the end we can offer a service that all merchants on Rakuten Ichiba can use. But 

first of all we plan to focus on collaborating with external partners to provide a centrally 

managed service covering everything from order to delivery to our users. 
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Q. About FinTech, from this quarter, Rakuten General Insurance Co., Ltd. (formerly Asahi 

Fire & Marine Insurance Co., Ltd.) is being included in the consolidated results. Compared 

to when the company was still Asahi Fire & Marine, it appears that it is suddenly making a 

profit. For Q2, it looks like the company also made as much profit as it did in the previous 

fiscal year. Could you tell us your forecast for the year and the reason behind this? 

A. (Hashiya) 

There are two reasons behind the big changes. The first is the differences between IFRS 

and Japanese accounting standards. For example, In the Japanese accounting standards, 

the accumulated reserves for contingencies are included, but in IFRS they are not. This is 

one of the reasons minor insurance companies are seeing slower growth, but by joining the 

Rakuten Group which applies IFRS, it can become more competitive by global standards. 

By applying IFRS accounting standards, it is making a profit of JPY 2.2 billion in Q2. For the 

life insurance business, we are seeing a profit due to the effect of the cancellation of 

reinsurance in March 2018, in order to secure future profitability. 

For the general insurance business, we expect to see the costs for damages due to the 

heavy rains in July this year in the third quarter, so we expect to see JPY 2.2 – 2.3 billion in 

operating income for the full year. 

  

Q. Not only the stock market, but the industry itself don’t think the Rakuten MNO business 

will do well. In the market and in media reports, there is an assumption that the business 

won’t go well, but what is it that we aren’t understanding? What appeal does the Japanese 

market have? What is the upside appeal?  

A. (Amin) 

Let me answer your first question about our confidence that this will succeed. I will give you 

an analogy of the place I came from in India. Like Rakuten, almost every media doubted our 

ability to build a green field network and disrupt the market.  

This is the approach that we have taken. First, build simple, next-generation technology. In 

Japan, there is no such thing as simplicity and next-generation is still in transformation. 

Even something as simple as Voice over LTE (VoLTE), in India, many companies said it will 

not work. But VoLTE has a significant cost implication, it is much cheaper to carry voice over 

LTE than traditional 3G voice. The technology choices we have made are very elegant. I am 

anxious to show you guys. I cannot wait, but I have to hold back. I don’t want the secrets 

about what we are working on to go out yet. We’re very confident. The cost implication of 
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our reduction has everything to do with the technology choices we have made. If you ask 

yourself the difference between a software-defined network versus legacy you will start 

mapping out clearly our strategy. The technology impact of this network is very different. 

What you will see is when we talk about simplicity, simplicity in terms of deployment, 

simplicity in terms of construction, simplicity of doing the physical tasks in the field. I am 

hopeful sometime in December we could go and show you what is different about this 

Rakuten network.  

Second, is our business model. In India, we disrupted the business model. When Jio 

entered the market in India, in less than 100 days. We put 170 million customers on the 

network. It’s common sense. Great technology, great choices, great disruption and business 

model. I am fascinated by Japan. I think it’s well overdue for disruption. So we are very 

confident. If you wait a little longer, you will see the results of where we are. We want to 

accelerate all the deployment plans. You will see some of the solutions we are talking about: 

outdoor, indoor network in the core. It is very tough for me to sit here and speak just a little 

about what we have done. We are seriously ahead of schedule. 

(Yamada) 

I myself am communicating with the contractors. They may not be talking about this due to 

the duty of confidentiality, but I would like to state that we are making progress. 

 

3. GS – Mr. Sugiyama 

Q. About the group reorganization, the overseas subsidiaries are connected to the side of 

Rakuten. Could you tell me the position of the overseas businesses? 

A. (Hirose) 

Under the One Strategy, the expansion of the Rakuten Ecosystem is the main aim, and the 

priority is the domestic businesses. We will decide upon the regional strategies going 

forward. We are not thinking of adding external capital, but will look into a variety of options, 

including how we expand the Rakuten Ecosystem, the use of ID and point data, joint 

ventures and business alliances through minority investments. 

 

4. Nomura Securities – Mr. Nagao 

Q. You have said that you will expand the number of stores that you provide payment 

solutions to from 1.2 million to 2 million. What sort of stores will you be targeting for the 

expansion? 
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A. (Hosaka) 

Looking at the recent growth, point partners are rapidly expanding. To expand the number 

of stores that accept Rakuten Pay, we need to increase the number of brick-and-mortar 

stores, including small and medium size restaurants, and we will concentrate on this going 

forward. The Rakuten Pay device is simple and inexpensive. While we cannot say by when 

we will increase the number of stores to 2 million, we will do all we can to expand the 

number of stores so that you will see the “R” mark in every part of daily life. 

 

Q. How has the pricing, the number of users and the number of purchases made on 

Rakuma changed since the introduction of the 3.5% sales fee? 

A. (Kono) 

This year we have made some very major changes to our strategy, including the integration 

of Rakuma and the Fril app and the introduction of the 3.5% sales fee. We made the 

decision to introduce the sales fee after carefully considering the impact it would have on 

our users, but we have been able to maintain the high top line. Compared to the other 

players, the 3.5% sales fee is still at a lower level low, and we believe our users are 

choosing Rakuma when buying and selling high cost items. We have also heard from our 

users that the speed at which listed products are being sold has gone up, and the service is 

still growing strongly. Through the integration of the app into Rakuma, we have 

strengthened the connection to the Rakuten Ecosystem, bringing the benefits of the 

Rakuten brand, Rakuten ID login and Rakuten Cash, etc. The service has taken a strong 

place in the Rakuten Ecosystem. and we hope to further accelerate the growth and take the 

top position in the market. 

 

Q. You mentioned that the MNO business capital investment will be less than the JPY 600 

billion, but what areas are you making savings in to make this possible? 

A. (Amin) 

Regarding costs, there are two main areas which we are focusing on. The first one is the 

same for all MNOs, but 70% of capital investment is in access points. We are considering 

connecting new architecture to the wireless network and think we will be able to report on 

the progress of our wireless stations in December or January next year. We will also focus 

on 5G in addition to 4G. The second point is the cloud. We plan to transfer all components 

to the cloud, and this will be a major differentiating factor. By utilizing the cloud, it will 
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become easier to manage the network, and will have an impact on operating expenses. 

Through these two points, we are able to control the capital expenditure. 


