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Other/New Business Domains
We aim to conduct a variety of 
businesses that help make lives richer, 
and to establish new areas of business by 
means of M&As.

Valuable solutions needed for educational issues 
in Japan

Educational reforms are now underway in Japan, and a new 
university entrance exam system will take effect from 2020. In 
light of these major changes, I am most concerned about 
what kind of innovative ideas and strategies the Benesse 
Group will devise in response, and whether it can successfully 
monetize them through competitive services. 

I believe education is at the root of some serious 
problems confronting Japanese society today, but practical 
solutions have yet to be put forward. Against that backdrop, the 
Benesse Group has been highly involved in educating children 
and teenage students for many years. In terms of fulfilling its 
role in this regard, the Group has consistently met my 
expectations for the past 20 years or so. Assuming it continues 
to generate revenues, the Group’s education business will need 
to evolve so that its services become even more relevant for 
society and the entire country over the next two or three 
decades. For example, the English language ability of Japanese 
people is low compared with other Asian countries, and 
perhaps that is because we are not very good at thinking 
logically, which is essential. This is a big issue for education in 
Japan, including education in the home, so I hope the Group 
will find new and valuable ways to help solve it. 

Proper levels of earnings and growth maintained 
in the nursing care business

Nursing care is one of the Benesse Group’s main businesses, 
and I think it deserves top marks overall. Any given business 
has an optimal pace of growth, and I think the right pace is 
being maintained in this case. If the nursing care business was 
pressured to grow at an unreasonably fast pace for the sake 
of short-term profits, the quality of its services would likely 
decline, which could bring an end to its growth. Therefore, 
the Group should continue its approach of offering services 
to senior citizens who have a certain level of wealth while 
maintaining the current rate of earnings and growth. 

 

Reducing the dividend signals determination 
to move forward on a path to growth

Quite frankly, when I first looked at Benesse Holdings’ 
medium-term management plan in the autumn of 2017, I 
felt that its operating income target of 35 billion yen by the 
fiscal year ending March 31, 2021, would be very difficult to 
achieve, let alone its goal of 60 billion yen by the fiscal year 
ending March 31, 2023. After attending the company’s 
briefing session for analysts last May, however, my opinion 
changed for a few reasons. First, the number of students 
enrolled in Shinkenzemi correspondence courses in Japan 
had grown by five percent as of April, around the same 
amount I had expected at the time the plan was 
announced. This result indicates that the company’s 
management has a firm grasp of the market and took 
effective measures to tap it. Therefore, its 2021 target of 35 
billion yen appears more credible and possible. 

Another reason was the company’s decision to reduce 
the next annual dividend amount. I was surprised when 
management announced that the dividend would be reduced 
despite its forecast of improved financial results, but I realized 
this decision was based on excellent judgements. I also sensed 
management’s strong determination to get earnings capacity 
back on track by staying focused on achieving 35 billion yen in 
operating income within three years.

The issue of creating new businesses

I cannot really foresee the Benesse Group’s next new business, 
and I think this is a serious issue. Although there is a merger and 
acquisition strategy in the medium-term management plan, 
costs associated with company acquisitions have increased 
sharply, and even if cash outflows from the lower dividend 
payments are strictly managed, it is questionable whether 
Benesse Holdings could acquire a good company. Assuming it 
could make such an acquisition, the question remains as to 
whether the new firm could be developed as a core business. 
Therefore, we have not integrated the effects of any mergers or 
acquisitions in our analyses at the present time, and, conversely, 
we regard that as part of the Benesse Group’s upside potential. 

An evaluation of the Benesse 
Group and expectations 
going forward 

Feedback from a Securities Analyst

Hidekatsu Watanabe
Senior Analyst of the Healthcare and Service Sectors
Equity Research Department, Mizuho Securities Co., Ltd.

Hidekatsu Watanabe joined Nomura Research Institute, Ltd., after graduating from 
Keio University’s Faculty of Economics in 1990. He was transferred to Nomura 
Securities Co., Ltd., in 1998, and worked in the financial research section of its 
corporate research division. He then joined IBJ Securities Co., Ltd. (currently Mizuho 
Securities Co., Ltd.) in 2000, and was assigned to cover the healthcare and service 
sectors. Mr. Watanabe is currently regarded as a top securities analyst in Japan, having 
been voted the number-one overall analyst for three consecutive years from 2015 to 
2017 in a ranking of securities analyst published by Nikkei Inc.

Using M&As to create a third business pillar
During the five years of the medium-term management plan, to 
ensure recovery in performance and enable the Benesse Group to 
grow sustainably into the future, we intend to create a ”third pillar” of 
business—following on our education business and our nursing 
care business—by means of mergers and acquisitions. We are giving 
consideration to going into new lines of business in health, lifestyle, 
and other areas, where there would be high affinity with our 
existing businesses, and the main target of these new lines of 
business would be working adults and healthy seniors.

The companies that we are looking for as potential M&A 
targets would have operating margins of 10% or more—as a rough 
guide—before amortization of goodwill, and the amount that we 
currently foresee investing would be ¥50–100 billion.

Policies and Strategies Going Forward

The sort of “third pillar” we are aiming for

Aiming to create new lines of business that would constitute at least 
10% of both the Company’s net sales and its operating income in the 
Company’s FY2022 business portfolio.

Consideration criteria

Lifestyle-Related Business
We support day-to-day living by providing 
lifestyle information and forums for 
communicating with customers.

THANK YOU!

THANK YOU! website

Pet-Related Business
Benesse offers magazines, websites, and 
more to make life with pets more enriching.

DOG’S HEART CAT’S HEART

Business Related to Pregnancy, 
Childbirth, and Child-Rearing
Utilizing feedback from women who are pregnant or 
raising children, we provide information and products 
that are helpful to such women in their day-to-day lives.

Tamago Club Hiyoko Club

Investment 
amount

¥50–100+ billion foreseen
(Options such as joint investment with other 
companies are also under consideration)

Investment 
criterion

Operating margin, before amortization of 
goodwill, of 10% or more (as a rough guide)

Area criteria
High priority given to consideration of companies 
in the areas of health and lifestyles
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