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Next Leap

“The KWE Grand Design for the 21st Century” outlines our vision of
the kind of corporate group we want to be in the fiscal year
through March 2012. We are now starting to implement our Phase
Il Medium-Term Management Plan in order to achieve the objec-

tives set forth in our Grand Design.
— T

This marks a new phase in our efforts to achieve consolidated net
sales of 500 billion yen and to establish a position for KWE as a
Trans-Pacific Leader among freight forwarders.
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The Next Leap

FOEN

Basic Policy 1 Expand Freight Volume within Asia and the Pacific Rim

Main Measures

1. Further Expand Business in the Chinese Market
Ongoing expansion of distribution facilities and KWE's indepen-
dently owned domestic truck network with a vision for establish-
ing a network of 200 locations

2. Expand Freight Volume Transported from Asia to North
America (promotion of Trans-Pacific development)
Strategic participation in global tenders

Construct a logistics model for expanc d ocean

3.
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Head offices Offices

KWE is pursuin_ 1 aggressive expansion strategy in Asia and North
America, which are the regions where we intend to concentrate.
We will expand all types of Asian freight business — air, ocean, land
and logistics — by making the most of KWE's strengths.

oot
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nctionality aﬂmprehensive Freight Forwarder

ca y reliable and high-quality logistics
"?ﬂ'ﬂ’ S, S|P ciaized human resource ani
ruct new business models

Developn";)"en_t of a global VMI model
Exp on.‘of_rﬂl transport services (particularly in Russia and

China)upiisse. ™

ge of items handled
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Machine tools
Construction machinery, Robots = Automotive-related
products
17.4%
Atomic energy-related
Solar batteries

Aircraft components

Expansion of
customer base

Medical, Chemical
products
13.7% Airfreight exports originating from Japan

by category (FY through March 2008)

* Based on volume of air freight originated in Japan
from our 100 largest customers.

aced with atlon in the a elght market due to soaring o

prices, we aim to raise our competitiveness by further enhancing
our logistics, ocean freight and land transportation functions, and
by building our strength as a comprehensive freight forwarder.
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e Next Leap

2. Develop business in Central Europe
Develop business in Czech Republic,
Poland, Hungary, Romania, and Slovakia

e

4. Expand network in South-East Asia
Cambodia, Bangladesh, Laos, Myanmar,
Pakistan

L]
- Siberian railway
2. Expand business in Central and Eastern Europe
Expansion of business in the Czech Republic, Poland, Hungary,
Romania, and Slovakia

3. Further expand business into growing markets
Expansion of our networks in India, Vietnam, etc.

4. Expand network in South-East Asia
Begin operations in Cambodia, Bangladesh, Laos, Myanmar, and
Pakistan

clients continually move into new markets.
KWE intends to anticipate these changes and aggressively move
into emerging markets.
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Create management
strategies and
management infrastructure
t ill take us into
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Basic Policy 4 Form Business Alliances and M&As to Support Our Growth Strategies

Main Measures

1. Expand M&A target corporations to include not only
Japanese companies but also superior companies located
abroad

2. Use M&As to achieve 50 billion yen in net sales by the
final year of Phase Ill Medium-Term Management Plan
Our targets are ¥50 billion in net sales and growth to ¥2 billion in
operating income by the last year of the plan

3. Reformulate business operations in response to clients’ needs
Development of international express operations within Asia
= |n April 2008, we established All Express Corporation in collaboration
with Nippon Express and All Nippon Airways, to provide international
express delivery services

We aim to maximize the synergy between logistics, ocean fr o
and land transportation services by combining them with the air y
Sjfe orwarding service atare KW ength KWE wi —

actively explore possibilities for alliances and M&As with companies
both in Japan and abroad.

04 Kintetsu World Express Annual Report 2008




Kintetsu World Express Annual Report 2008 05




Our Next Challenge:
Aiming For a Spot among
the World's Top Five

Freight Forwarders




To Our Shareholders

By implementing our Phase Il Medium-Term Management Plan, we aim to estab-
lish ourselves as a true Global Logistics Partner

In the year ended March 2008, the final year of our Phase Il Medium-Term Management
Plan, KWE posted record high net sales and operating income, marking our sixth consecu-
tive year of growth in sales and profits. Although we far exceeded our original profit target
for the year, we failed to meet our targets in sales and some other areas. Overall, we

succeeded in implementing a variety of measures aimed at long-term growth, and we feel

satisfied that we were able to greatly enhance KWE's competitiveness in the world market.

In the year through March 2009, we began implementing our Phase Ill Medium-Term
Management Plan. The plan maps out the final four years during which we intend to
achieve the goals set forth in the KWE Grand Design for the 21st Century, which we formu-
lated in 2002 upon our listing on the Tokyo Stock Exchange as our vision of the kind of
corporation we aspire to be. Amid expectations for economic decline due to such factors as
soaring oil prices and the sub-prime loan crisis, the business environment surrounding KWE
grows harsher day by day. Nevertheless, we believe that by concentrating our management
resources in growth fields and implementing appropriate strategies, we can still achieve
further big success for KWE and meet our goal of establishing a place as one of the world'’s
top five freight forwarders. We intend to faithfully execute the strategies set out in our
new Medium-Term Management Plan and direct all the resources and energies of our
corporate group on striving toward that goal.

KWE will continue to generate new value as a Global Logistics Partner that is trusted by
the international community, and will continue to aim for long-term, stable increase in our
corporate value. As always, we appreciate the understanding and cooperation of our share-

holders and other stakeholders.

< N ~ p
Hirokazu Tsujimoto e B

President and Chief Executive Officer
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The Records, Perspective and

Kintetsu World Express, Inc. and consolidated subsidiaries for years ended March 31

2002 2003 2004 2005
Income Statement Data (Millions of yen)
Net sales ¥ 186,698 ¥ 196,528 ¥ 202,941 ¥ 238,280
Operating income 4,232 6,257 7,571 8,387
Income before income taxes 3,985 5,666 6,219 8,291
Net income 1,946 2,777 2,887 4,441
Balance Sheet Data (Millions of yen)
Total assets ¥ 93,208 ¥ 94,603 ¥ 93,990 ¥ 102,661
Property and equipment - net 26,898 26,305 27,863 31,027
Interest-bearing debt 30,245 28,260 27,355 25,171
Long-term liabilities 16,616 7,306 11,892 12,541
Total liabilities 60,560 61,607 58,373 59,035
Net assets *' 31,484 32,451 34,881 42,726
Other Selected Data (Millions of yen)
Capital expenditures for property and
equipment (cash basis) ¥ 1,060 ¥ 2,789 ¥ 4,212 ¥ 5,133
Depreciation and amortization expenses 2,545 2,768 2,446 3,027
Per Share Data (Yen)
Net income ¥ 57.23 ¥ 78.65 ¥ 80.72 ¥ 121.64
Cash dividends 7.50 9.00 12.00 15.00
Net assets*! 926.00 954.45 1,021.73 1,183.14
Financial Ratios (%, Times)
As a percent of net sales:
Operating income 2.23% 3.18 % 3.73 % 3.52%
Income before income taxes 2.10 2.88 3.06 3.48
Net income 1.03 1.41 1.42 1.86
Return on equity 6.5 8.7 8.6 11.4
Current ratio 1.25 1.06 1.18 1.31
Debt-to-equity 0.96 0.87 0.78 0.59

*1 : Net assets for the fiscal year ended March 31, 2007 and thereafter were calculated according to Japan's new Company Law, which took effect May 1, 2006
The figure includes minority interests for the year. Figures for prior years show shareholders' equity.

Phase lll Medium-Term Management Planfargers
(FY Ending March 2009 - FY Endifig March 2012) "

Net Sales : ¥500 billion (1.7 X;E Fﬁ]ded March 2008).
Operating Income : ¥22 billion GXFY‘Ena‘H'M__ch 2008)

Phase Il Medium-Term'MahagementiRle
00

(FY.Ended March 2006 - FY/Ende
Net Sales : 320 billion yen (1:3XiFY;

Ordinary Income : 12.8 billion yen (14
Ordinary Income Ratio: 4.0% (03 percentage pbl timproveme

Phase |Medium-Term} Managemen Planyiargetst

(FY Ended March ZOOW‘EﬁHed arch'2005)

Net Sales : 240 billion yen'(1*
Ordinary Income : 8 billion ye"‘( 8
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Financial Highlights

Highlights of KWE's Growth

2006 2007 2008 2008**

¥ 268,796
8,954
9,890
5,675

¥ 113,260
33,053
24,169
11,036
61,986
49,847

¥ 153.35
18.00
1,380.35

289,928 ¥ 292,333 $ 2,917,786*°
12,439 13,894 138,677
12,999 15,165 151,362

7,596 9,161 91,436

121,108 ¥ 129,518 $ 1,292,724
32,646 32,596 325,342
19,776 18,540 185,048

8,197 5,474 54,636
62,001 61,972 618,544
59,107 67,546 674,179

210.17 ¥ 25447
21.00 25.00
1,595.27 1,819.18

*2:U.S. dollar amounts have been translated from Japanese yen for convenience only, at the rate of ¥100.19=US$ 1,

the approximate Tokyo foreign exchange market rate of March 31, 2008.
*3 : Thousands of U.S.dollars except per share amounts

Targets
e Establishing ourselves as the Trans-Pacific Leader
¢ Consolidated net sales: 500 billion yen

Consolidated Net Sales  Scale of business

in 10 Years
Net sales growth,
approx. 10%
EL LY
500
billion yen
186.6
billion yen
2002 2012

Net Sales

(Billions of yen)

350
300
250
200
150
100

50

0
'04/3 ‘05/3 '06/3 '07/3 '08/3

Operating Income
Operating Margin
(Billions of yen)

15

12

6 .
3 I
0

'04/3 ‘053 '06/3 '07/3 '08/3

Net Income ROE

(Billions of yen)

10

itk

'04/3 ‘053 '06/3 '07/3 '08/3

Kintetsu World Express Annual Report 2008 09




10

Please give an overview of consolidated performance
and your assessment of it.

We achieved record high profits for the sixth year in a
row; that’s our longest bull run since the company was
listed.

In the year ended March 2008, net sales grew 0.8% over the
previous year, to 292,333 million yen, operating income rose
11.7% over the same period to 13,894 million yen, while net
income jumped by 20.6% over the previous year to 9,161
million yen. This represents the first time since we were listed
on the stock exchange that we succeeded in posting record
high profits for six fiscal years in a row.

There was little growth in airfreight business in the fiscal
year ended March 2008, largely due to the ongoing shift
toward ocean freight in response to airlines’ higher fuel
surcharges and to a lack of large-scale shipments on the spot
market. As a result, international airfreight movement,
although solid in the first half of the
term, declined in the second half to
result in a year-on-year drop of 3.3%
in net sales for the entire term, to
152,311 million yen. On the other
hand, logistics and ocean freight
remained solid throughout the fiscal
term, with the former edging up 0.4%
to 55,124 million yen and the latter
growing 6.2% to 49,957 million yen.

Most of our year-
on-year growth in

Strategy for Realizing the KWE Grand Design for the 21st Century

Performance in the Fiscal Year Ended March 2008

We had forecast that net sales would increase by 30 billion
yen in the fiscal year through March 2008 based partly on
hopes for M&As, but we revised our forecast downward to
reflect the fact that we did not implement the anticipated
M&As. Nevertheless, we succeeded in boosting our operat-
ing margin by half a point, from 4.3% to 4.8%, thanks to
the benefits of lowering our freight cost ratio.

Please explain the status of shareholder returns and
your related policies.

In the fiscal year ended March 2008, we increased
dividend payouts by 4 yen per share. Our long-term
goal for dividend distribution is 20% of consolidated
net income.

We view enhancement of corporate value, steady building of
shareholder value, and returning of profits to shareholders as
important responsibilities. At the same time, we strive to
establish a stable management base by using retained
earnings to strengthen the group’s fiscal position or to
purchase equipment and facilities so that we can improve
customer service. Based on this policy, we increased
dividends for the fiscal year ended March 2008 to 25 yen per
share, up from 21 yen the previous term. This increase
included 1 yen per share to commemorate the 60th anniver-
sary of KWE's founding. Our short-term target for share-
holder returns is 30% of non-consolidated net income, but
our long-term goal is 20% of consolidated net income.

Return to Shareholders

sales took place in
Asia, with operat-
ing income in IIACONIIES

Current target is 30% of
non-consolidated net

Our future target will be
————> 20% of consolidated net

income.

Japan growing by
12.2% to 4,444
million yen, operat-
ing income in the Southeast Asia & Middle
East region surging 31.1% to 1,576
million yen, and operating income in East
Asia & Oceania up 16.7% to 4,809 million
yen, while operating income in Europe &
Africa rose 1.5% to 394 million yen.
Although operating income in the Ameri-
cas declined 6.6% from the previous term
to 2,685 million yen, we are not concerned
as we believe this was only a reaction to
the dramatic surge in the previous year,
when sales shot up 230% year on year.

B Interim

'04/3
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Year-end
[ Commemorative dividend

15 yen for the year

12 yen for the year

27 yen for the year
25 yen for the year -

21 yen for the year

18 yen for the year

13 yen

'06/3 '07/3 '08/3 '09/3
(Plan)

* The commemorative dividend for the year ended March 2004 was for the listing in the First Section of the Tokyo Stock Exchange.
* The commemorative dividend for the year ended March 2008 was for the 60 year anniversary since the founding.



Our Performance History

Q
A

Please explain what progress has been made so far
toward realizing the KWE Grand Design for the 21st
Century.

In a variety of areas, we succeeded in preparing the
ground for KWE to take giant leaps forward.
Immediately after we listed on the Tokyo Stock Exchange in
2002, we clarified our image of the kind of corporate group
we wanted to be 10 years later, in the fiscal year through
March 2012, and we publicized this vision as the KWE Grand
Design for the 21st Century. It's an ambitious plan that aims
to establish KWE as a Trans-Pacific Leader as well as to rapidly
expand net sales — by an average of 10% per year — so that
in the fiscal year ending March 2012 we will reach 500 billion
yen in net sales.

As of the end of the fiscal year through March 2008, we
have completed six of the ten years covered by the Grand
Design. In this fiscal year, the final year of the Phase II
Medium-Term Management Plan, ordinary income exceeded
our initial target amount by 2,131 million yen, but net sales
fell short of our target by 27,667 million yen. The reason we
failed to meet our sales target was that we did not imple-
ment any mergers or acquisitions.

I'd like to take this opportunity to review the measures
we've taken and the results we achieved as we worked to
realize our Grand Design over the past six years, including
the period covered by our Phase | Medium-Term Manage-
ment Plan.

Under our Phase | Medium-Term Management Plan, we
concentrated mainly on “selecting and focusing.” We closed
or merged unprofitable operating bases in order to achieve
efficient distribution of management resources. Under the
Phase Il Medium-Term Management Plan, we promoted
“aggressive management and aggressive operations,”

Strategy for Realizing the KWE Grand Design for the 21st Century

actively pursued forward-looking measures including
alliances with other companies, and reinforced our manage-
ment base to prepare for stable growth.

Measures Implemented Under Phase | and Il
Medium-Term Management Plans

@ Liquidated 9 nonperforming subsidiaries in Central and South America and
started consigning operations to major European forwarder Kuehne &
Nagel (2002-2005)

@ Liquidated Kintetsu Intermodal US (KIU) in US and transferred its
operations to US subsidiary (2005)

@ Closed Belgian warehouse in order to restructure Benelux subsidiary (2006)

® Restructured domestic affiliates (reduced number of companies from 12 in
March 2002 to 7 as of March 2008)

@ Expanded network in China (from 24 locations in March 2002 to 112 by
March 2008)

@ nitiated business and capital alliances with Mitsui 0.S.K. Lines and MOL

Aggressive Logistics (2005)

Management, @ Divided Asian region into two; shifted from Quadrilateral to Five Regional

Aggressive Management System (2006)

Operations @ Agreement with Russian Railways subsidiary JSCO TransContainer making

KWE its general agent in Japan (2007)
@ Agreed to form international express delivery joint venture with Nippon
Express and All Nippon Airways (2007)

Select and
Focus

As a result of these measures, we were able to achieve
most of our quantitative goals. Below is the breakdown of
results by business segment.

We expanded our networks, especially in growing fields
and particularly in China and Russia. We also increased our
ocean freight and logistics business. As a result, we reduced
air freight sales to around 50% of overall sales. By dispersing
risk in this way, we worked to stabilize our revenue base.

By following the Phase | and Phase Il Medium-Term
Management Plans, we made dramatic improvements in the
soundness of KWE's management base. We intend to make
maximum use of this progress and rally the forces of our
entire corporate group as we push forward to achieve the
goals of our Phase Il Medium-Term Management Plan.

. - FY Ended FY Ended
Business Segment Qualitative Goals Area March 2002 March 2008 Change
® Increase profits from
our core operation
Forwarding ® Correct overdepen-  Electronics More than 70%* 63.5%* Down by more
dence on high-tech than 6.5 points
freight Automotive 10.2%* 17.4%* Up by 7.2 points
® Provide high-quality Net sales 35.5 billion yen 55.1 billionyen  Up 55%
logistics services
Logistics Total logistic 459,520 m? 774,895 m?2 Up 69%
facilities’ floor
space
® Expand ocean freight Net sales 22.1 billionyen  49.9 billionyen  Up 126%
forwarding
oo Percen_tage to 11.8% 17.1% Up by 5.3 points
consolidated net
sales
® Develop business in  Number of 6 11 Added five
China the growing Chinese subsidiaries
market Number of locations 24 12 Added 88

* Based on volume of air freight originated in Japan from our 100 largest customers.

Kintetsu World Express Annual Report 2008
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Phase Il Medium-Term Management Plan

What are the basic policies underlying the Phase Il
Medium-Term Management Plan? What is the plan’s
basic outline?

It's the final phase of our plan to achieve the KWE
Grand Design for the 21st Century.

In the fiscal year that started in April
2008, we began implementing our
Phase Il Medium-Term Management
Plan. The plan’s goal is to realize the
KWE Grand Design for the 21st
Century. The Phase lll plan covers the
last four years during which we aim
to attain our vision. We will pursue
five basic strategies in order to estab-
lish ourselves as a Global Logistics
Partner that provides high-quality,
one-stop services, and as a Trans-
Pacific Leader. We intend to unite
our entire corporate group to build
management strategies that will
carry us into the next generation, to
enhance our management
infrastructure, and to achieve our
goals.

The graph below gives an overall picture of Phase Ill and
shows numerical targets. We forecast that 50 billion yen of
the 500 billion yen that is our net sales target for the fiscal
year ending March 2012 will come from M&As. We anticipate

that 2 billion yen of operating income will come from M&As,
which translates into an operating margin of 4.0%. In order
to meet our goal of becoming the world’s fifth largest freight
forwarder, we believe it is essential that we carefully consider
what kind of companies to acquire. Given the progress of
consolidation within the industry, it would be very difficult
for KWE alone to become one of the top five players.

Please explain Phase lllI's basic measures.

Phase Il consists of the following five basic policies.
The Phase Il Medium-Term Management Plan consists of five
basic policies: 1) Expand freight volume within Asia and the
Pacific Rim, 2) Strengthen functionality as a comprehensive
freight forwarder, 3) Expand into emerging markets, 4) Form
business alliances and M&As to support our growth strate-
gies, and 5) Transform into a truly global company. Let me
explain each of these basic policies.

=g =

1) Expand freight volume within Asia and the Pacific

Rim

The number of locations in our Chinese service network
has been expanding nicely. In the future, we aim to double
our current number to reach 200 locations, including by
means of M&As. Since we already have a well-developed
network in coastal regions, most of our future expansion
will take place in the country’s interior. So far, KWE has
been relatively weak in developing US-bound freight from
Asian countries other than Japan, so this is a market

Outline of Phase Ill Medium-Term Management Plan

I Achievement Targets by FY Ending March 2012

Net Sales 500,000 million yen
Operating Income 22,000 million yen

710 500,000
increase million yen
292,333
million yen
58%
increase 22'000
million yen
13,894
1 2 million yen
'08/3 "12/3
(Actual) (Target)

1 2 Kintetsu World Express Annual Report 2008

I Target Corporate Image
1. A Global Logistics Partner providing high-quality,
one-stop services.

2. Establishing ourselves as the Trans-Pacific Leader in the
Intra-Asia region.

I Basic Policies

1. Expand freight volume within Asia and Pacific Rim.

2. Strengthen functionality as a comprehensive freight
forwarder.

3. Expand into emerging markets.

4. Form business alliance and M&A implementation to
support growth strategies.

5. Transform into a truly global company.



where we will focus even more. We are aiming to increase
our volume by 50% to 36,000 tons in 2008 as compared
to 24,000 tons in 2006, but even if we accomplish this, it
will only boost our share of this market from 1.3% to
about 2.0%. We want to continue our efforts until we
capture at least 5% of the market. At the same time, we
will reinforce our import and logistics frameworks in the
Americas.

2) Strengthen functionality as a comprehensive
freight forwarder

Airfreight forwarding is KWE's core business, but in the
last few years, there has been a slowdown in airfreight
growth. There are predictions that the air freight forward-
ing market will grow by an average of about 6% per year
over the next 20 years, but currently growth has fallen
below that level. Therefore, we have accelerated KWE's
ongoing efforts to improve our ability to provide compre-
hensive freight forwarding services. Specifically, we are
dispersing risk by expanding and strengthening our
logistics, ocean and land transportation businesses to
balance a business portfolio that is heavily weighted
toward airfreight forwarding.

We are also working to expand the range of items that
we handle. Our dependence on transporting electronics-
related freight has been relatively high, but by focusing on
existing handling of automotive, medical, and chemical
freight, we brought down the ratio of electronics-related
freight to 63.5% (of airfreight exports originated in Japan)
in the fiscal year ended March 2008. From now on, we will
work to expand handling of construction equipment,
machine tools, and aircraft-related freight, in order to
reduce electronics-related freight to about 50%.

3) Expand into emerging markets

We have been steadily moving into emerging markets,
primarily China, India, and Russia, and we intend to
continue aggressively moving into such markets. Recently
our customers have been responding to higher labor costs
in China by moving production to neighboring countries.
We will move quickly to reinforce our operational frame-
work so as to allow us to respond to this trend. We have
already established 10 locations in India, and we intend to
further expand our business there, with a primary focus
on import/export and 3PL. We intend to move into
countries where we do not yet have a presence, such as
Cambodia, Bangladesh, Laos, Myanmar, and Pakistan,
ahead of our competitors.

In Europe, many production bases are moving to
Central and Eastern Europe and the CIS, and KWE has
been slow to respond to this change. Therefore, we will

Strategy for Realizing the KWE Grand Design for the 21st Century

work to catch up during the first two years of Phase IlI.
The CIS and Central Asia are rapidly attracting attention
due to the presence of resources like natural gas and rare
metals. Also, consumer demand is rising in Russia,
presenting abundant business opportunities. Rather than
focusing solely on transporting freight to and from
Japan, we want to seek out transportation infrastructure
that includes logistics capabilities and find opportunities
in the expansion of logistics between locations outside of
Japan.

4) Form business alliances and M&As to support our
growth strategies
We will make active use of corporate partnerships and
MQ&As in order to reap synergetic benefits and expand our
field of business. To date, we
have primarily looked at
Japanese companies as poten-
tial M&A targets, but this did
not bring good results. From
now on, we will also consider
high-quality non-Japanese
companies, with a focus on
companies that excel in ocean
freight, logistics services, and
land transportation/trucking.

5) Transform into a truly a
global company
Of the five basic policies that
make up our Phase |l
Medium-Term  Management
Plan, we believe this one
demands the most psychologi-
cal change. KWE currently
employs about 8,000 people, about 2,000 of whom are
Japanese. From now on, we want to rapidly and actively
cultivate non-Japanese employees and appoint them to
executive roles in our overseas subsidiaries. Our employees
are KWE's most important resource. We intend to
introduce programs that train employees to function
effectively at the global level, and work at cultivating
human resources who can implement our group-wide
business strategies.

As you can see, we intend to use our Phase Ill Medium-Term
Management Plan to build on the successes of our Phase |
and Phase Il plans and pursue a steady growth track. We
intend to rally all the combined forces of the KWE Group and
push hard in order to achieve our performance objectives.

Kintetsu World Express Annual Report 2008

i 4

13



KWE at a Glance

Airfreight
Forwarding

Freight
Forwarding

Oth'er-
Operations

At KWE, our core business is consolidated services by which cargo collected
from multiple shippers are sorted and assembled per airport of overseas
destination, and are consigned as KWE cargo to airlines for international
airfreight forwarding. Our export services include document preparations
for air carriage, customs clearance and surface transportation. We provide
such services through a closely working network in our sales division, which
includes sales offices and branches, and our operation division.

Once the consolidated cargo arrives at its destination airport, KWE's local
overseas subsidiary or agent picks it up at the airline warehouse for import
customs clearance and delivery to the consignee.

The amount of international airfreight handled by KWE is ranked among
the top 10 in the world.

Services in the field of logistics have the highest growing demand in the
distribution industry. At KWE, we have continued to provide total logistics
services including customs clearance, providing temporary storage,
processing products during distribution, and providing distribution and
inventory services.

In recent years, customers’ needs for logistics services have expanded and
diversified due to their efforts to streamline and reduce costs of distribution. Services
include not only procuring materials, processing products, distribution, handling
merchandise returns and waste disposal but also handling orders, inventory
management, information management and analyzing results. At KWE, we support
global companies by developing and operating third-party logistics services that
employ the latest technologies to meet our customers’ every need.

In the field of international ocean freight forwarding, KWE is a non-vessel
operating common carrier (NVOCC), making use of the shipping lines’
transportation services. The flow of ocean freight forwarding is basically the
same as that of airfreight: In addition to transporting full container loads, we
provide consolidated services whereby we pack less-than-container loads into
ocean containers, arrange transport with a shipping company, clear the cargo

through customs and sort it at the destination port, and deliver it to customers.

In addition, we have recently been providing highly customized ocean-based
transport services such as buyer's consolidation (combining customers'
commercial distribution and logistics), door-to-door service supporting the
establishment of overseas production bases (including transport and
installation of equipment), environmentally friendly rail transport, etc.

One of KWE's greatest strengths is our ability to provide door-to-door
transportation services all over the world. For example, our domestic freight
forwarding service, which we provide primarily to users of our international
freight forwarding services, uses our nationwide service network to collect
freight from every part of Japan from Hokkaido to Okinawa, transport it to an
airport via one of our cargo centers, and have an airline fly it to the desired
destination. At that destination, we transport the cargo from the airport to the
appropriate regional cargo center. In addition to this type of domestic freight
forwarding business, our various affiliates provide specialized and sophisticated
services such as the customized and careful packing of precision machinery that
is required for door-to-door delivery, temporary staffing, transport of materials
for events and exhibitions, hand carry, and IT support, etc.

14 Kintetsu World Express Annual Report 2008
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KWE at a Glance

Net Sales <Main export airfreight items> <Main import airfreight items>

(Millions of yen)

200,000 <+ veees e ® Digital electronic appliances, computers, ® [T/ electronics products and components,
semiconductors and other information technology including computers, semiconductors and their
and electronics products and components manufacturing equipment

150,000 o . . .

® Telecommunications devices and components, ® Medical and chemical products
including mobile phones @ Fashion products such as textile products and
100,000 ® Automobile parts and components high-end brand products
® Medical and chemical products ® Automobile parts and components
50,000 ® Machine tools and construction machinery ® Perishable foods

® Fresh flowers

'05/3 '06/3 '07/3 '08/3

mi'f)iil‘j:n) <Logistics services and systems>

® | ogistics consulting

® PO management

® [nventory control management

® Assembly works

® Call-center functions

® Reverse logistics (RMA) : Return Material Authorization
® Cross-dock operations

® /M services

e Transport/forwarding management

‘05/3 ‘06/3 '07/3 '08/3 ® Project management
Net Sales <Main export ocean freight items> <Main import ocean freight items>
@ Household electric appliances e Computers and their peripherals
® Raw materials ® Household electric appliances
® Parts and semi-finished goods (such as mobile ® Automotive-related products
phone components) ® Apparel / retail products
® Automotive-related products © Medical and chemical products
@ Plant equipment transportation e Mail-order products

® Aircraft-related products

® Transportation of equipment to be used at events
and for broadcasting (such as for international
sporting events, musicals and exhibitions)

‘05/3 '06/3 '07/3 '08/3

Net Sales <Main domestic freight items> <Seven domestic affiliates provide
40,000 -+ cven e ® Domestic airfreight forwarding specialized services>
o Pick-up and delivery of export and import freight ® Kintetsu Logistics Systems, Inc.
e Customized packaging, transport, and installation ® Kintetsu World Express Delivery Co., Ltd.
of precision machinery ® Kintetsu Cosmos, Inc.
® Temporary staffing, primarily for logistics and e Kintetsu World Express Sales, Inc.

trading businesses ® Kintetsu e-support, Inc.

® Transport of art objects and other materials for

® Kintetsu Eurasia Express, Inc.
events and exhibitions P

) ® Kintetsu World Express Shikoku, Inc.
® Hand Carry service

‘05/3 '06/3 '07/3 '08/3
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KWE's World Network

Kintetsu World Express, Inc.

Kintetsu Logistics Systems, Inc.
Kintetsu World Express Delivery Co., Ltd.
Kintetsu Cosmos, Inc.

Kintetsu World Express Sales, Inc.
Kintetsu e-support, Inc.

Kintetsu Eurasia Express, Inc.

Kintetsu World Express Shikoku, Inc.

Europe & Africa

Kintetsu World Express Annual Report 2008

THE AMERICAS

Kintetsu World Express (U.S.A.), Inc.
Kintetsu World Express (Canada) Inc.
World Wide Customs Brokers Ltd.
Kintetsu Blue Grass, Inc.

Kintetsu Global I.T., Inc.

Kwe Reinsurance, Inc.

Southeast Asia &
*Middle East

EUROPE & AFRICA
Kintetsu World Express (EA) B.V.
Kintetsu World Express (U.K.) Ltd.

Kintetsu World Express
(Deutschland) GmbH.

Kintetsu World Express (France) S.A.
Kintetsu World Express (Benelux) B.V.
Kintetsu World Express (Ireland) Ltd.

Kintetsu World Express South Africa
(Pty) Ltd.

Kintetsu World Express
(Switzerland) Ltd.

Kintetsu World Express (Italia) S.R.L.
Kintetsu World Express (RUS), Inc., LLC.
Kintetsu World Express (Sweden) AB




EAST ASIA & OCEANIA
Kintetsu World Express (HK) Ltd.

Beijing Kintetsu World Express Co., Ltd.
Kintetsu World Express (Xiamen) Co., Ltd.
Kintetsu Logistics (Shenzhen) Co., Ltd.
Shanghai Kintetsu Logistics Co., Ltd.
Dalian Kintetsu Logistics Co., Ltd.

Suzhou Kintetsu Logistics Co., Ltd.
Kintetsu World Express (Korea), Inc.
Kintetsu World Express (Taiwan), Inc.
Kintetsu Intermodal (Taiwan), Inc.
Kintetsu World Express (Philippines) Inc.
Kintetsu World Express (Subic) Inc.
Kintetsu World Express (Australia) Pty. Ltd.
Kintetsu Logistics (Xiamen) Co., Ltd.
Kintetsu World®Express (Clark) Inc.

plus 3 other companies

East Asia & Oceania

SOUTHEAST ASIA &
MIDDLE EAST

KWE-Kintetsu World Express (S) Pte Ltd.
Kintetsu Integrated Air Services Sdn Bhd
Kintetsu World Express (Thailand) Co., Ltd.
Kintetsu World Express (India) Pvt Ltd.
PT. Kintetsu World Express Indonesia
Kintetsu World Express (Vietnam), Inc.
Kintetsu Logistics (M) Sdn Bhd

Kintetsu World Express (Middle East) FZE

Kintetsu South Asia Development Pte Ltd.

Kintetsu Logistics (Vietnam), Inc.

KWE's World Network

Net Sales by Region ("08/3)

Southeast Asia &
Middle East

East Asia &
Oceania

27.2%

Europe & Africa

9.2

The Americas

12.9%
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KWE Japan is the core company of the KWE Group, which operates 285
offices in 187 cities in 30 countries around the world. As one of a handful
of major Japanese logistics providers, it handles the second largest
tonnage of airfreight exports originating from Japan and also the second
highest number of airfreight import shipments cleared through custom:s.
Based on simple addition, 60.6% of net sales in the Japan region came
from airfreight exports, 21.5% from airfreight imports, and 17.2% from
ocean freight (imports and exports). About 63% of the freight we
handled from Japan in the fiscal year ended March 2008 consisted of
high-tech items such as semiconductors, other electronic components, or
digital electronic appliances. In addition, we are especially active in
providing logistics services, for which there is growing demand.

2008 Performance

Affiliated companies performed well despite slowdown
in freight volumes in 4th quarter

Airfreight exports of electronic components to other parts of
Asia were solid in the fiscal year through March 2008, but
because of the shift to ocean transport and declines in the spot
market and in shipments of North America-bound automobile
freight, overall airfreight exports declined 0.3%*1 from the
previous year.

Airfreight imports also declined from the previous year, by
4.5%*2, due to a decrease in shipments of items related to
personal computers or telecommunications devices, and due to
a shift to ocean freight for some items.

Ocean freight exports grew by 8.2%*3 from the previous
year, largely because of increased shipments of production
machinery, automobile parts and components, chemicals and

recycled materials. Ocean freight imports grew by 9.3%*2 from
the previous year, mainly because there were more shipments
related to automobiles, apparel, and construction materials.
Airfreight tonnage shipped to Asia increased by 4.8% while
tonnage destined for the Americas declined by 13.3% and
tonnage to Europe declined by 3.0%. Airfreight volumes were
stagnant in the fourth quarter, partly because of the sub-prime
loan problem, and our airfreight cost ratio (the ratio of
airfreight costs to net sales) increased. Kintetsu Logistics
Systems, Inc. and other domestic affiliates performed well.
Overall, net sales increased by 0.8% from the previous year
to 127,073 million yen, and operating income increased 12.1%
to 4,444 million yen.
Notes: Figures showing increases or decreases are relative to the previous fiscal term; *1 indicates

comparison based on weight, *2 indicates comparison based on number of shipments, and *3
indicates comparison based on TEUs (Twenty-foot Equivalent Units).

The Year through March 2009 and Beyond

Leadership driven by KWE'’s Phase Il Medium-Term
Management Plan

As the nucleus of the KWE Group, KWE Japan will continue to
display leadership in implementing our long-term management
vision, the KWE Grand Design for the 21st Century, and the
Phase Il Medium-Term Management Plan that was designed to
accomplish the Grand Design. Below are the points that we will
give special attention to in the fiscal year through March 20009.

© Expand the volume of freight handled, while proportionally
increasing net sales and operating income

@ Reinforce project team activities aimed at increasing handling of
non-electronic items, particularly those related to the
automobile, medical and chemical, construction equipment,
machine tool, and aviation fields

@ Reinforce sales of logistics services and ocean freight by
cultivating new customers and expanding the range of items
handled

© Expand Japan’s domestic sales network (in Kyushu, Tohoku and
elsewhere)

© Make active use of All Express Corporation, our joint venture
with Nippon Express Co., Ltd. and All Nippon Airways Co., Ltd.

© Adopt training programs for cultivating global-oriented human
resources

Kintetsu World Express Annual Report 2008

Main Measures Taken in the Fiscal Year Ended March 2008

© Established sales offices at Takasaki (Gunma Prefecture), Komatsu
(Ishikawa Prefecture) and Numazu (Shizuoka Prefecture) in order to
enhance and expand our domestic sales network

© Contracted to become the Japanese general agent of JSCO
TransContainer, a wholly owned subsidiary of Russia Railways, so
that we can transport cargo to Russia, a service for which demand is
expected to increase

® Concluded basic agreement with Nippon Express Co., Ltd. and All
Nippon Airways Co., Ltd. over the joint formation of All Express
Corporation (established April 1, 2008) in order to boost sales
through international express parcel deliveries

(Billions of yen) [l Net Sales (left) [ Operating Income (right) (Billions of yen)
D0 oo 125
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In May of 1969, we founded our local subsidiary, Kintetsu World
Express (U.S.A.), Inc. and made our full-fledged entry into the U.S.
market, where we mainly directed our sales efforts at US companies.
Since then, we have expanded the scope of our operations as an
international airfreight forwarder specializing in transport between
the U.S. and Japan and other trans-Pacific business. Today, KWE has
five subsidiaries in the Americas in addition to KWE/USA, and is
expanding the scale of its business while engaging in a wide variety
of areas including ocean freight forwarding, customs clearance, and
logistics services in addition to our core business of import and

Report by Five Regions

The Americas

export airfreight forwarding.

General manager,
The Americas
Joji Tomiyama

2008 Performance

Sales declined relative to the previous term’s boom in
large-lot shipments, but we improved management
efficiency
Airfreight exports declined by 3.4%*1 from the previous year
due to a drop in large-scale shipments of semiconductor produc-
tion equipment and liquid crystal-related items, which were very
active in the previous year.

Airfreight imports declined by 2.7%*2 from the previous year,
despite brisk activity from Asia in the second half, because of a
drop in shipments of flat-panel television components and

automobile products in the first half of the term.

Ocean freight exports increased by 4.4% *3 from the previous
year, and ocean freight imports increased by 2.8% *2.

Although we made further improvements to management
efficiency compared to the previous year, net sales declined by
7.6% to 38,848 million yen due to the decline in airfreight
volumes, and operating income declined by 6.6% to 2,685
million yen.

Notes: Figures showing increases or decreases are relative to the previous fiscal term; *1 indicates

comparison based on weight, *2 indicates comparison based on number of shipments, and *3
indicates comparison based on TEUs (Twenty-foot Equivalent Units).

The Year through March 2009 and Beyond

Aiming for a 5% share of the Trans-Pacific market

We will continue to promote the Trans-Pacific Development
Project that we began in the year ended March 2008 in order to
expand handling of North America-bound freight from Asia.
Following intra-China and intra-Asia routes, volumes are
expected to increase most along the Asia-to-North America
route and it is essential that we increase our freight volume on
this route if KWE is to become one of the world's top five global
players. Our target for the time being is to boost our volume on
this route by 50% relative to the year through March 2007, by
the year through March 2009. It will still take some time to win
large-scale customers for this route, but we have made gradual
progress in winning medium-size customers. There have been
months in 2008 when we already exceeded monthly sales levels
from the year through March 2007 by more than 50%. We
estimate that our share of this route was about 1.3% in 2006,
whereas in the future we aim to boost it to 5%.

Meanwhile, we are also focusing on building a logistics model
that will allow us to expand air and ocean imports to the U.S.
Specifically, we intend to reinforce our sales of third-party
logistics in Milton, Ontario (Canada), expand warehousing
operations in El Paso and Chicago, build trucking networks
(between Los Angeles and Texas, within Mexico, and from
Chicago to the southern U.S.) and enhance our customs clearing
division.

Main Measures Taken in the Fiscal Year Ended March 2008

® In April 2007, KWE/USA increased its warehouse space in Detroit in
order to expand its logistics business.

(Billions of yen) [ Net Sales (left) [ Operating Income (right) (Billions of yen)

'04/3 '05/3 '06/3 '07/3 '08/3
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Europe & Africa

Europe & Africa
Shinya Aikawa

The KWE Group began full-fledged expansion into Europe with the
opening of a representative office in London in 1977. Today, there
are 11 KWE companies in the Europe & Africa region.

KWE was quicker than its competitors to start doing business in
Russia, where we established a subsidiary in 1995, and in South
Africa, where we set up a subsidiary in 1996.

The companies in the Europe & Africa region are newer than
those in other regions. As we expand the scope of our operations in
this region, our sales efforts display a high degree of localization,
for example due to the appointment of local people to the top
management of subsidiaries in France, Germany, Ireland, South
Africa, Italy, and Russia.

2008 Performance

South Africa did well, despite weakness in France,
Germany, and the UK

Airfreight exports declined by 7.2%*1 from the previous year
as there was no major growth in shipments of Beaujolais
Nouveau wine from France whereas there was a decline in
shipments of alcoholic beverages from the UK, which had been
strong the previous year.

Airfreight import shipments declined 6.3%*2 from the
previous year in spite of solid shipments to Central and Eastern
Europe of flat-panel television components and materials,
because of a downturn in shipments from major customers.

Ocean freight exports declined by 15.7%*3, while ocean

freight import shipments sagged by 1.6%*2.

In the second half of the term, reconstruction of our
struggling Benelux subsidiary turned a corner, to the point that
we can expect improvement in its performance as the regional
headquarters beginning with the year through March 2009.

At our South African subsidiary, sales of logistics services
were strong.

Overall, net sales increased by 0.1% over the previous year
to 27,493 million yen, and operating income grew by 1.5% to
394 million yen.

Notes: Figures showing increases or decreases are relative to the previous fiscal term; *1 indicates
comparison based on weight, *2 indicates comparison based on number of shipments, and *3
indicates comparison based on TEUs (Twenty-foot Equivalent Units).

The Year through March 2009 and Beyond

Move into growth markets and focus on transport
between regional headquarters

As our first major policy, we will work at entering growing
markets. In the fall of 2008, we will establish subsidiaries in
Poland and the Czech Republic. We are a bit behind our
competitors in making a full-fledged entry into this area, but
we intend to build service infrastructure that will allow us to
offer differentiated services in order to catch up. We expect to
see increased demand, mainly from automobile manufacturers,
for transport service using the Siberian Railway which we
began in the second half of the year ended March 2008 to
move freight originating from Japan to Moscow and St.
Petersburg in western Russia, and we will work harder than
ever to promote sales of this service. We currently have 20 of
our own trucks operating on the western Russia-Helsinki route
that we opened in the fall of 2007, and we plan to increase the
number of trucks soon due to unexpectedly large demand. We
also plan to extend the route to the Netherlands and continue
to expand the service in line with demand trends.

Our second major policy is to further promote the
development of major customers by expanding transport
business between our Europe & Africa region and the Americas
and East Asia & Oceania regions. For example, we will hold
regular sales conferences with the Americas headquarters, and
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will station sales staff from the Europe & Africa headquarters in
the Americas as we have done in the East Asia & Oceania
region.

Main Measures Taken in the Fiscal Year Ended March 2008

® In November 2007, we initiated
trucking service between Russia
(Moscow and St. Petersburg) and
Helsinki.

® In December 2007, we began
offering transport service using the
Siberian Railway.

(Billions of yen) [l Net Sales (left) [ Operating Income (right) (Billions of yen)

'04/3 '05/3 ‘'06/3 '07/3 '08/3

Note: Following the split of Asia & Oceania Headquarters into two units, “East Asia & Oceania” and "Southeast Asia & Middle East”
in January 2006, the sales from the Middle East region, which were a part of Europe & Africa, are now included in Southeast Asia &
Middle East. The figures of the fiscal year ended March 2006 are adjusted retroactively.



and better administration.

East Asia & Oceania

The former "Asia & Oceania Regional Headquarters" had grown to include 24 subsidiaries. In
January 2006, we divided it into an "East Asia & Oceania headquarters" and a "Southeast Asia
& Middle East headquarters," thereby improving management efficiency in accordance with
the characteristics of each region, and enabling us to conduct more responsive sales activities

As of March 2008, the East Asia & Oceania headquarters included 18 subsidiaries including
China — with its still-growing economy - Taiwan, and South Korea. The region's contribution to
KWE's consolidated results has been growing year by year: in the year ended March 2008 it was
27.2% in net sales. We have an especially strong presence in the China region (including Hong
Kong), where we had 11 subsidiaries in 45 cities, with a network of 112 locations as of March
31, 2008. This network in itself constitutes a major asset for the entire KWE Group. In the year
ended March 2008, about 76% of this region's net sales were generated by Chinese subsidiaries.

Report by Five Regions

2008 Performance

Strong performance mainly in China, expansion of

logistics and ocean freight businesses

Airfreight exports grew by 6.2%*1 over the previous year thanks

to active shipments of items like laptop computers, digital

cameras, and LCD television components originating in China.
Airfreight imports declined by 8.5%*2 from the previous year

due to the shift to ocean freight and intensified competition.
Ocean freight exports grew by 16.1%*3 on a TEU basis and

ocean freight imports grew by 8.8% *2 thanks to strong demand
for transport of LCD-related and automobile-related cargo.

Overall, net sales grew by 5.4% over the previous year to
81,561 million yen, and operating income rose 16.7% to 4,809
million yen.

Notes: Figures showing increases or decreases are relative to the previous fiscal term; *1 indicates
comparison based on weight, *2 indicates comparison based on number of shipments, and *3
indicates comparison based on TEUs (Twenty-foot Equivalent Units).

The Year through March 2009 and Beyond

Reinforce one-stop service in China and focus on trans-
port between regional headquarters

We expect demand for logistics services to grow in the future
and we are enhancing our service systems around the world
with logistics at their core. Especially in China, we will not only
expand international transport, but will also further develop the
logistics services and domestic trucking services within China
that we have already been focusing on. By organically combin-
ing airfreight forwarding, ocean freight forwarding, logistics,
and domestic trucking services, we plan to make the most of our
unigue strengths and offer high-quality, one-stop logistics
services that meet our customers' needs and distinguish us from
competitors. By the fiscal year through March 2012, the final
year of our Phase Il Medium-Term Management Plan, we aim to

expand our network to 200 bases from the current 112.

Another major policy is the expansion of freight volume from
Asia to North America through our Trans-Pacific Development
Project. We are gradually seeing results and intend to pursue this
project even more enthusiastically.

Main Measures Taken in the Fiscal Year Ended March 2008

® \We opened new offices in Huhhot (in January 2007), in Lanzhou and
Shijiazhuang (February) and in Lianyungang (October) in order to
further strengthen KWE's Chinese domestic transport services.

® In July 2007, KWE opened one of the industry's largest warehouse
(46,000m?) in the Waigaogiao Logistics Park, Shanghai, in response
to growing demand for logistics services.

® |n October 2007, we opened a domestic-only warehouse facility
(10,000m?) in Beijing suburb.

(Billions of yen)
80

M Net Sales (left) [ Operating Income (right) (Billions of yen)
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Note: Following the split of Asia & Oceania Headquarters into two units, “East Asia & Oceania” and “Southeast Asia & Middle East”
in January 2006, the sales from the Middle East region, which were a part of Europe & Africa, are now included in Southeast Asia &
Middle East. The figures of the fiscal year ended March 2006 are adjusted retroactively.
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Southeast Asia & Middle East =

i
KWE got an early start on establishing its service network in
Southeast Asia and the Middle East. Beginning with the Singapore
subsidiary that we established in 1975, the region now consists of 10
affiliates in locations including Malaysia, India and Vietnam etc.

In India, where transport and logistics demand is expected to
grow in the future, KWE established a subsidiary in 1997 and today
provides service from 10 locations. In Vietnam, another country that
promises rapid growth in demand, we established a subsidiary in
March 2005, and in February 2007 went on to establish Kintetsu
Logistics (Vietnam), Inc., which specializes in logistics. These are
examples of how we are steadily reinforcing our framework for

General Manager,

22

Southeast Asia & Middle Eg

YoshinoriP

expanding sales of logistics service in this region.

2008 Performance

Thailand and Indonesia recover from difficult times,
ocean freight grows

Airfreight exports declined by 13.5%*1 from the previous
year despite progress in winning new medium-sized
customers, because of big drops in both import and export
shipments from existing major customers. Airfreight imports
also declined 6.9%*2. However, ocean freight exports were
very active, especially within Asia, and increased by 14.7%*3
over the previous year. Ocean freight imports increased

5.8%*2 year on year.

Our Thai and Indonesian subsidiaries faced challenges in the
previous term, but did better in the year through March 2008.
Net sales decreased by 3.0% from the previous year to 25,325
million yen, but operating income grew by 31.1% year on year
to 1,576 million yen, partly thanks to efforts aimed at lowering
the airfreight cost ratio.

Notes: Figures showing increases or decreases are relative to the previous fiscal term; *1 indicates
comparison based on weight, *2 indicates comparison based on number of shipments, and *3
indicates comparison based on TEUs (Twenty-foot Equivalent Units).

The Year through March 2009 and Beyond

Enhancing our logistics sales network

In the future, we intend to continue enhancing our logistics
sales network. Continuing with the enhancement measures we
took during 2007, we intend to open new logistics facilities in
Malaysia and India. By doing so, we will strive to expand sales
of logistics services until they contribute a portion of sales that
is similar to the contributions of airfreight and ocean freight
forwarding. We will also focus on cultivating human resources
for logistics services sales.

Demand for trucking services is expected to grow in the
future, and from August 2008 we began transport between
Singapore and Malaysia. In addition, in the year through March
2009 we plan to give detailed consideration to moving into the
Cambodia and Bangladesh markets, where demand for
transport services is expected to increase.

KWE

§rwaE Kk i [Inais
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At the same time, we intend to focus more on joint sales
with KWE/USA to give strong support to the Trans-Pacific
Development Project aimed at increasing the volume of North
America-bound cargo from Asia.

Main Measures Taken in the Fiscal Year Ended March 2008

® We began operating a logistics subsidiary in Vietnam, Kintetsu
Logistics (Vietnam), Inc. As a result, our Vietnamese network now
consists of four bases; two in Ho Chi Minh City, one in Hanoi, and
one in Haiphong.

® During 2007, we opened new logistics facilities in locations including
Rojana in Thailand and Penang and Johor Bahru in Malaysia.

(Billions of yen)

80----

[l Net Sales (left) [ Operating Income (right) (Billions of yen)

'04/3 '05/3 '06/3 '07/3 '08/3

Note: Following the split of Asia & Oceania Headquarters into two units, “East Asia & Oceania” and “Southeast Asia & Middle East”
in January 2006, the sales from the Middle East region, which were a part of Europe & Africa, are now included in Southeast Asia &
Middle East. The figures of the fiscal year ended March 2006 are adjusted retroactively.



Efforts to Protect the Environment

Efforts to Protect the Environment

Having clearly explained the KWE Group's stance toward environmental protection in our "Corporate Philosophy" and
"Guidelines for Conduct," we constructed Environmental Management Systems (EMS). We use this system to help us
engage in concrete activities that protect the environment and prevent pollution so that we can contribute to society.

Acquisition of ISO Certification for Our
Environmental Management Systems

We have acquired 1SO14001 certification (the International
Organization for Standardization's standard for environmental
management systems) for four of the KWE Group's locations in
Japan, and for 11 locations overseas.
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Reducing CO2 Emissions

Because KWE does not own its own transport vehicles, most of
our CO2 emissions are the result of our use of electric power.
Therefore, we restrict our electricity use by using energy-efficient
machinery, controlling temperature settings on heating and
cooling systems, and turning off machinery when it is not in use,
etc. We work at reducing gasoline consumption in company
vehicles by using hybrid cars, avoiding idling, and driving in
energy-efficient ways.

As one of our criteria for selecting KWE Group companies or
other business partners such as Kintetsu World Express Delivery
Co., Ltd., which handles cargo collection and deliveries, we
consider acquisition of 1ISO14001 certification and making
other efforts to preserve the environment in these companies.
As part of our efforts toward environmental protection, some
of Kintetsu World Express Delivery's trucks are hybrids.

—

Reducing Waste and Reusing Resources

We do our very best to observe the “3Rs” of waste disposal:
recycle, reuse, or reduce. For example, we do whatever we can
to reuse wooden pallets used for shipping cargo. Generally we
reuse them ourselves, and when we have too many we ask
another business to reuse them. We send broken pallets that
are unusable to be made into wood chips.

Transport of Used Materials

Kintetsu World Express Delivery Co., Ltd. (in the Kanto, Central
and Kansai areas) and Kintetsu Logistics Systems, Inc. (in the
Kanto area) are authorized to collect and transport industrial
waste. We are actively working on reverse logistics, the
transport of used materials, for example by collecting personal
computers and transporting them to locations where they can
be recycled.

Team Minus 6%

“Team Minus 6% " is a national project aimed at achieving the
goal of reducing greenhouse gas emissions by 6% (based on
1990 levels), which Japan promised the world under the Kyoto
Protocol. KWE participates in Team Minus 6%, which is
committed to fighting global warming. We are working on a
companywide basis to stop engine idling, reduce electricity
consumption, and take other steps to protect the environment.
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w F-bL-211+26%

a global scale effort
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every citizen

collaboration
among various
actors
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Corporate Governance

Basic Philosophy

KWE's corporate philosophy is to “create new values and
optimal environments through our logistics services, in order
to contribute to the development of a global society together
with our clients, shareholders and employees.” We work at
building corporate value while maintaining good relationships
with all stakeholders. From this perspective, it is important
that our management strengthens corporate governance and
makes its decision-making processes more transparent and
fair.

Special Features of KWE's Governance

KWE's governance system basically consists of the Board of
Directors and Board of Auditors. In order to speed up
decision-making and to make a clear separation between
supervisory functions and executive functions, we adopted an
executive officer system and elect five executive officers. In
addition, we established "KWE Group Top Strategy Meeting"
and an "Executive Committee," both under the supervision of
the Board of Directors, in order to ensure that decisions are
reached with adequate care and to provide better forums for
discussing general management policies and important issues
related to business execution.

Board of Directors
KWE's Board of Directors consists of 17 members, including
two outside directors. The Board of Directors selects executive
officers and candidates to be directors or auditors after
deliberating such factors as character, insight, and performance
within the Company. Compensation — including bonuses — is
structured to reflect each director's position and the Company’s
financial results, based on prescribed Company standards.
Directors are appointed for one-year terms, in order to establish
clear accountability and to allow for quick response to changes
in business conditions.

In the fiscal year ended March 2008, the Board of Directors
met 12 times. Every meeting was attended by one or both of
the outside directors.

Auditors

KWE's internal auditing is supervised by our six-member Audit
Department, which audits operations and accounting, and
works to improve operations and management efficiency.

Two of the four members of our Board of Auditors are outside
auditors. As a rule, the Board meets once a month. In addition to
determining basic policies regarding auditing, etc., board
members report to each other the findings of their daily auditing
activities and exchange views.

KWE's accounting auditor is KPMG AZSA & Co. Audits were
conducted thoroughly throughout the fiscal term, and we have
created an environment that facilitates auditing.

Our audit department, Board of Auditors, and accounting
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auditor meet regularly to coordinate their annual schedules and
report on operations, etc. They cooperate even more closely by
exchanging information as necessary.

In the fiscal year ended March 2008, the Board of Auditors
met 14 times. Every meeting was attended by one or both of the
outside auditors.

Relationships with Outside Directors and Outside
Auditors

KWE's outside directors are Akio Tsujii, an adviser to Kintetsu
Corporation, and Masanori Yamaguchi, Chairman of the Board
of Kintetsu Corporation. Our outside auditors are Naoyuki
Okamoto, Vice President of Kintetsu Corporation, and Masao
Kishida, Professor at Waseda University's Graduate School of
Finance, Accounting and Law. Although Kintetsu Corporation
is a major shareholder, holding 32.09% of KWE's shares, KWE
has minimal business dealings with Kintetsu, and our outside
directors and auditors have no particular vested interest in
KWE.

Executive Committee and KWE Group Top Strategy
Meeting

KWE's Executive Committee is composed of full-time directors
and auditors, executive officers, and departmental managers,
etc. It meets twice monthly under the supervision of the Board of
Directors in order to ensure that decisions are reached carefully.
In addition, the Company holds a KWE Group Top Strategy
Meeting once every three months, with participation from the
presidents of the leading group companies.

In the fiscal year ended March 2008, the KWE Group Top
Strategy Meeting was held four times. The main topics of discus-
sion were proposals for inhouse projects and confirmation of
project implementation status, and each Group company's
management strategies.

Director Compensation

We do not see a need to offer extra incentives to our directors,
as we believe our performance management system and other
existing mechanisms serve adequately to provide motivation and
maintain morale. In the year ended March 2008, we paid a total
of 345 million yen to 14 directors, including 20 million yen to the
two outside directors.

Compliance

One of the important principles that is clearly stated in the KWE
Ethics and Action Standards that guides the actions of KWE
executives and employees is that we should live up to the
public’s trust with fairness, a strong sense of ethics, and respon-
sibility. Based on this principle, in April 2006 KWE established a
Compliance Committee and in December of the same year we
established the KWE Group Conduct Compliance Standards. We
have worked hard to promote compliance with laws and corpo-



rate ethics, partly by making sure that all KWE executives and
employees are familiar with these standards. Nevertheless, on
April 16, 2008, the Japan Fair Trade Commission inspected
KWE's premises due to allegations that KWE violated anti-
monopoly statutes in connection with fares and fees related to
international air freight transport. KWE is probing the basis of
these charges through an internal investigative committee and
conducting a fresh review of our mechanisms for promoting
compliance.

Risk Management

In order to create a framework for managing risk, KWE estab-
lished risk management standards and ensured that all relevant
personnel are familiar with them. The Company also estab-
lished a Risk Management Committee to oversee company-
wide risk, and designated individuals to be responsible for risk
management within each division. The Risk Management
Committee determines basic policies and systems for manag-
ing risk and works through the divisional risk managers to
identify and manage risk factors that need to be addressed
from a companywide perspective. In addition, KWE has
prepared a crisis plan, which includes rules for responding to
accidents, so that we will be prepared in the face of any new
dangers that might suddenly emerge and substantially affect
the Company's business operations.

Investor Relations
In order to make our management more transparent, we
disclose information about the status of our business through

Nomination and
dismissal

Nomination and dismissal

Board of Auditors

Cooperation

Operational Audit

Auditors’ Office

Independent Auditors Accounting Audit

Cooperation

General Shareholders’ Meeting

Corporate Governance

Representatives

. Supplemental explanation
explain face to face PP P

Regular briefings for ~ Yes
individual investors

Held several times per year.
Most recent briefing was
attended by about 600 people.

Held biannually, in May and
November. Most recent briefing
was attended by about 80
people.

Regular briefings for ~ Yes
analysts and
institutional investors

Our website:
http://www.kwe.co.jp/ir/
Contains links to President's
message, corporate philosophy,
management plans, information
about the Company, industry,
and Group affiliates, financial
statements, share information

Posting of IR material ~ Yes
on website

Establishment of IR
group or dedicated
personnel

General Affairs Department
(IR/PR Group)

our website and other means, and work at maintaining good
relations with investors.

Our website displays monthly figures for airfreight export
tonnage leaving Japan and the number of airfreight import
shipments clearing customs in Japan, for KWE and for the entire
industry, as well as KWE’s standing in the industry. In addition,
we work hard to promote investors' understanding of our
business through such means as offering tours of our facilities
and distributing video clips from our general shareholders’
meetings and financial results briefings.

Nomination and dismissal

Board of Directors

Supervise

Representative Directors

Top Strategy Meeting & Executive Committee

Three Sales Dept. in Japan

Compliance Committee

Risk Management Committee

Audit Department

Compliance
management

Risk management

Internal auditing

Domestic companies

The Americas Headquarters Regional companies

Europe & Africa Headquarters Regional companies

East Asia & Oceania Headquarters Regional companies

Southeast Asia &
Middle East Headquarters

Regional companies
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Management’s Discussion and Analysis

Management’s Discussion and Analysis

OVERVIEW

Our consolidated financial statements for the fiscal year ended
March 31, 2008 cover Kintetsu World Express, Inc., 52
consolidated subsidiaries, and three affiliated companies that
are accounted for by the equity method. KWE’s principal
businesses are international freight forwarding using transport
provided by airlines and shipping companies, and
representation on behalf of air carriers. The KWE Group also
engages in customs clearance, warehousing, trucking,
temporary staffing, insurance agency, property management
and packing.

Although KWE's business falls within the single segment of
freight transportation, we divide our operations into the
following categories: airfreight forwarding (which accounted
for 52.1% of net sales this fiscal year), logistics (18.9%), ocean
freight forwarding (17.1%), and other operations (11.9%).
The KWE Group adopts a Five Regional Management System.
This fiscal year, each region’s contribution to overall net sales*
was as follows: Japan 42.3%, the Americas 12.9%, Europe &
Africa 9.2%, East Asia & Oceania 27.2%, and Southeast Asia
& Middle East 8.4%. In all, 57.7% of KWE's total net sales*

came from overseas operations.
*Based on simple totals, before eliminations

OPERATIONS

The fiscal year ended March 2008 started off strong as the
economies of China and other emerging countries grew while
there was sustained economic recovery in industrialized areas
such as Japan, the US, and Europe. In the second half
however, we were affected by the US’s sub-prime loan
problem and surging prices of natural resources, and the
increasing development of feelings of uncertainty about the
future. Economic growth continued throughout the term in
Japan, but toward the end of the term, individual consumption
and capital spending slowed down. Amid high materials costs
and stagnation in housing investment, the risk of economic
downturn increased.

In the international airfreight forwarding market where we
do most of our business, growth in freight volumes has slowed
since some customers have switched from air to ocean in
transportation as a result of shippers’ supply chain
management efforts and higher transport costs resulting from
the entrenchment of high fuel surcharges.

Under these conditions, the volume of airfreight handled by
the entire Group declined, but the volume of ocean freight
increased due to strong demand, particularly within Asia.

Within this business environment, the KWE Group’s
consolidated net sales rose 0.8% year on year to 292.333
billion yen and operating income increased 11.7% to 13.894
billion yen. Both results were record highs.

Net Sales

As mentioned above, the KWE Group’s consolidated net sales
rose 0.8% year on year to 292.333 billion yen in the fiscal
term ended March 2008, renewing our record high for the
sixth consecutive year.

Net sales increased year on year in Logistics by 0.4%, in
Ocean Freight Forwarding by 6.2%, and in Other Operations
by 14.5%, while sales declined in Airfreight Forwarding by
3.3%.

By region, net sales grew year on year in three regions: in
Japan by 0.8%, in Europe & Africa by 0.1%, and in East Asia &
Oceania by 5.4%, while they declined in the other two
regions, by 7.6% in the Americas and by 3.0% in Southeast
Asia & Middle East. As a result, sales from overseas accounted
for 57.7%* of total sales, compared with 57.9% the previous
term.

Fuel surcharges were increased several times during the fiscal

year, which had a boosting effect on sales.
*Based on simple totals, before eliminations

Cost of Sales

In the fiscal term through March 2008, our cost of sales
increased 0.4% over the previous year to 244.753 billion yen,
while the percentage to net sales declined by 0.4 percentage
point to 83.7%. We achieved this improvement despite the
fact that airfreight volumes were stagnant throughout the

Net Sales by Category

Other Operations
11.9%

Ocean Freight
Forwarding

17.1%

Airfreight Forwarding
52.1%

Logistics

18.9%
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year, because of our efforts to hold down the cost of
freightage as a percentage of sales.

Selling, General and Administrative Expenses

In the fiscal year through March 2008, KWE's selling, general
and administrative expenses declined by 0.3% from the
previous year to 33.686 billion yen, and the percentage to net
sales declined by 0.1 percentage point to 11.5%. Salaries,
benefits, reserves for bonus payments and retirement pay all
increased, but because we held down loan loss reserves in the
amount of 103 million yen and reduced other expenses, we
were able to lower the ratio to net sales.

Operating Income

In the fiscal year through March 2008, operating income rose
for the sixth straight year, by 11.7% from the previous year to
13.894 billion yen, another record high. The operating income
margin rose 0.5 percentage point from the previous year's
4.3% to 4.8%. We achieved this result by lowering the cost of
freightage as a percentage of sales and by working to raise the
profitability of our business.

Other Income (Expenses)

In the fiscal year through March 2008, we posted 1.271 billion
yen in other income and expenses, compared to 560 million
yen the previous year. The main reasons for the increase in
income were a rise in interest and dividends income, a rise in
equity in earnings of affiliates, and a decline in interest

payments.

Net Sales Net Sales by Region
(Billions of yen) (Billions of yen)
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Income Before Income Taxes and Minority Interests

In the fiscal year through March 2008, KWE's income before
income taxes and minority interests was 15.165 billion yen, an
increase of 16.7% from the previous year.

Income Taxes

Income taxes came to 5.437 billion yen this fiscal year, an
increase of 11.4% from the previous year. After adjustments,
KWE's effective tax rate decreased from 37.6% in the previous
year to 35.9% this term.

Net Income

In the fiscal year through March 2008, KWE's net income rose
20.6% over the previous year to 9.161 billion yen. Because of
this, net income per share rose from the previous year's
210.17 yen to 254.47 yen, and return on equity improved
from the previous year's 14.2% to 14.9%.

OUTLOOK FOR THE YEAR THROUGH MARCH
2009 (As of May 13, 2008)
We project that net sales in the fiscal term through March
2009 will increase 9.5% over the current term to 320.000
billion yen, and operating income will rise 15.2% to 16.000
billion yen. In addition to concerns about an economic
slowdown resulting from further increases in natural resource
prices and a weaker dollar, we expect to see slowdowns in
freight movements in some sectors because of high fuel
surcharges and a decline in business confidence.

The business environment has remained harsh since the
beginning of the fiscal year through March 2009, with
airfreight imports and exports handled by KWE Japan

Gross Profit Margin
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continuing to slow. On the other hand, our overseas business
is developing well. In the Americas, business from existing
customers has been growing, and our campaign to expand freight
handling from Asia to North America has gradually been
producing results. These and other factors have sustained both
imports and exports at good levels. We are also making progress
by gradually winning more customers in Europe, where the export
business is especially sound. In East Asia & Oceania, we see the
results of the expansion in North America-bound freight
mentioned earlier. Performance in the Southeast Asia & Middle
East region is generally developing according to plan.

As of this writing, there is some concern about how the
dollar’'s weak trend relative to the yen might affect our
consolidated results in yen terms.

Overall, the macroeconomic environment in the year through
March 2009 is expected to be difficult, but we intend to push
forward and implement the original management strategies
laid out in our Phase Il Medium-Term Management Plan in
order to meet our performance goals for the year.

SEGMENT TRENDS BY REGION
For a breakdown of segment trends by region, please refer to
the Five Regions report on pages 18 to 22.

FINANCIAL POSITION
In the fiscal year ended March 2008, KWE's total assets increased
by 6.9% to 129.518 billion yen.

One reason for this change was an increase in current assets,
which rose 12.5%, or 9.453 billion yen, to 84.797 billion yen due
to increases in cash and time deposits, trade notes and accounts
receivable, in conjunction with strong financial results.
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Total property and equipment declined slightly, by 0.2% or 49
million yen, to 32.596 billion yen.

On the liability side, total liabilities decreased slightly, by 28
million yen from the previous term, to 61.972 billion yen.
Current liabilities grew 5.0% from the previous year to 56.498
billion yen. Trade notes and accounts payable decreased 4.3%
from the previous year to 26.352 billion yen, but short-term
debt including current maturities of long-term debt grew
6.8% from the previous year to 14.599 billion yen and income
taxes payable increased 33.2% to 3.143 billion yen.
Employees' accrued bonuses also grew, 39.7% to 1.637 billion
yen. Total long-term liabilities decreased 33.2% to 5.474
billion yen, mainly because long-term debt declined by 35.5%
to 3.941 billion yen and because employees' accrued
retirement benefits shrank by 35.2% to 910 million yen.

KWE’s net assets for the year ended March 2008 totaled
67.546 billion yen, up 14.3% or 8.439 billion yen from the
previous year’s 59.107 billion yen. Retained earnings rose
19.5% from the previous year to 51.151 billion yen, net
unrealized holding gains on available-for-sale securities
declined by 25.8% to 765 million yen, and foreign currency
translation adjustments decreased 0.4% to 1.491 billion yen.
At the end of the term, our equity ratio had increased to
50.6%, from 47.4% at the end of the previous fiscal year.

LIQUIDITY AND CAPITAL RESOURCES

In the fiscal year through March 2008, KWE generated 11.057
billion yen in cash flow from operating activities. This was
4.000 billion yen, or 26.6% less than the previous year. Cash
flow from operating activities decreased despite the increase
of 2.166 billion yen in income before income taxes, largely

Operating Income Margin
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because there was an increase of 2.778 billion yen from the
previous year to 2.799 billion yen in cash outflows arising from
increased notes and accounts receivable while cash outflows
arising from decreased notes and accounts payable increased
4.369 billion yen to 1.553 billion yen.

In the year through March 2008, we generated 635 million
yen through investing activities, a difference of 7.073 billion
from the previous year, when there was a net outflow of cash
used for investing activities. In the previous year, we used
4,597 billion yen — mostly for investment in software — in
"other net," whereas this fiscal year we generated 2,886
million yen in cash from this category. Capital investments and
related payments for purchases of property and equipment
increased by 896 million yen to 2.408 billion yen.

During the fiscal year through March 2008, cash outflows used
for financing activities decreased by 3.053 billion yen from the
previous year to 2.437 billion yen. The main reason for this large
decrease in outflows was the fact that the net decrease in short-
term debt shrank from a decline of 3.502 billion yen to a decline
of 240 million yen, resulting in the generation of 3.261 billion
yen. Also, dividend payments this fiscal year rose 15.0% from the
previous year to 828 million yen.

At the end of the term through March 2008, cash and cash
equivalents rose by 9.032 billion yen from a year earlier to
28.500 billion yen.

DISCLOSURE OF RISK

SIGNIFICANT RISK FACTORS WITH POTENTIAL
TO IMPACT OPERATING RESULTS

The following are the major risk factors that KWE recognizes as
having the potential to affect our operations.

1. Economic conditions

KWE operates on a global basis, with operations primarily
located within our Five Regional Management System consisting
of Japan, the Americas, Europe & Africa, East Asia & Oceania,
and Southeast Asia & Middle East. The main products we handle
are shipping items such as high-tech products (electronic
components, semiconductors and semiconductor production
equipment, telecommunications-related items, LCD-related
items, digital electronic appliances, etc.), automobile items
(including auto parts and fully assembled vehicles), medical
items (related to medical care or pharmaceuticals, and
chemicals), high-end apparel and related products, and goods
for sale by mass merchandisers.

The performance or financial condition of the KWE Group
could be affected if there is a change in demand for electronics
items, which are particularly sensitive to economic fluctuations,
or in the event of a major international occurrence like the
terrorist attacks that took place in the United States in
September 2001, the start of the 2003 Iraq war, or the
outbreaks of SARS and avian influenza.

2. Exchange rate fluctuations

KWE has built a Five Regional Management System, consisting
of Japan, the Americas, Europe & Africa, East Asia & Oceania,
and Southeast Asia & Middle East regions. Fluctuations in
foreign exchange rates in any of these regions could affect
KWE'’s performance or financial condition. In order to minimize
risks arising from such currency fluctuations, KWE uses foreign
exchange forward contracts. Our policy is to use these forward
contracts only to hedge the amount of KWE's net debts or
credits related to business contracts denominated in foreign
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currencies. In principle, we do not enter into forward contracts
with terms of more than one year. Moreover, we have a policy
of not engaging in speculative dealings or highly leveraged
transactions. We use foreign exchange forward contracts only to
offset the risk posed by potential future fluctuations in relation
to normal business dealings denominated in a foreign currency.

3. Fluctuations in crude oil prices

Taking into account the influence that a sudden surge in oil
prices might have on distribution and transport, KWE maintains
close relationships with air and ocean carriers and works at
expanding our channels for procuring cargo space. Nevertheless,
it is possible that unforeseeable circumstances could affect our
corporate performance. In the event that airlines should increase
their fuel surcharges, we will do our best to pass on the
increased costs to customers. However, fuel prices may be
volatile in the future and it is possible that they could affect our
corporate performance

4. Legal regulations

Each nation has enacted various regulations governing
transport, warehousing, storage management, and other
businesses in which we engage. Most of these are statutory
regulations (to ensure safety, for example) or legal regulations
affecting the transport business. It is possible that changes to
existing regulations could cause a temporary spike in capital
spending, which could affect KWE's performance.

5. Transport accidents
KWE takes the utmost care as we work to expand our logistics
business, based on the know-how that we have accumulated as

Cash Flows

(Billions of yen)

15

B Operating activities

M Investing activities
Financing activities
Effect of exchange
rate changes

M Net increase in cash

5 and cash equivalents

Management’s Discussion and Analysis

an airfreight forwarder. We work hard to secure and increase
the trust that our customers place in us. Nevertheless, KWE's
performance could be affected in the event of a transport
accident occurring, for example, due to an unpredictable
disaster.

6. Storage and security at distribution facilities

KWE owns distribution-related facilities in five regions: Japan,
the Americas, Europe & Africa, East Asia & Oceania, and
Southeast Asia & Middle East. We take measures to ensure safe
storage and security at these facilities; for example, we have
obtained Level A certification from the Transported Asset
Protection Association (TAPA, an organization that sets
international freight security standards) for facilities in 18
locations in Japan and abroad. However, if our storage or
security measures should cease to function due to war or
terrorist attack, etc., KWE's performance could be adversely
affected.

7. Customer data management / information leaks

KWE systematically manages customer and freight movement
information through our intra-Group information network. We
perform regular audits and inspections to ensure that there are
no information leaks. In addition, in accordance with Japan’s
Act on the Protection of Personal Information, KWE instituted a
companywide policy regarding the safeguarding of personal
information, and we strive to make every employee familiar with
it. Therefore, we believe the risk of customer data being leaked
outside the Company is extremely small. Nevertheless, in the
unlikely event that for some reason customer information
should be leaked to an outside party, the resulting loss of trust
in the Company could affect our corporate performance.

8. Information system security

KWE uses integrated computer systems group-wide and
manages much of its global operations with IT systems. We
strive to ensure that these information systems operate reliably
by using a redundant structure of data centers and network
connections, and have hardware and software safeguards
against unauthorized access and viruses. Nevertheless, in spite
of these precautionary measures, our financial results could be
adversely affected if these information systems temporarily
malfunction as a result of unforeseen virus or hacker attacks.
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Kintetsu World Express, Inc. and Subsidiaries

Consolidated Balance Sheets
March 31, 2008 and 2007

Thousands of

Millions of yen U.S. dollars
(Note 1)
ASSETS 2008 2007 2008
Current assets:
Cash and time deposits (Note 3) ¥ 28,734 ¥ 22668 $ 286,795
Notes and accounts receivable — Trade 52,792 49,913 526,919
Less: Allowance for doubtful accounts (381) (361) (3,803)
Deferred tax assets (Note 8) 932 716 9,302
Other current assets 2,720 2,408 27,149
Total current assets 84,797 75,344 846,362
Property and equipment (Note 6) :
Land 9,627 9,672 96,087
Buildings and structures 29,085 28,692 290,298
Machinery and equipment 2,927 2,567 29,214
Others 11,121 10,034 111,000
52,760 50,965 526,599
Less: Accumulated depreciation (20,164) (18,319) (201,257)
Total property and equipment 32,596 32,646 325,342
Intangible assets :
Goodwill 291 312 2,904
Other intangible assets 3,045 3,862 30,393
Total intangible assets 3,336 4,174 33,297
Investments and other assets :
Investments in (Note 4) :
Affiliates 1,297 1,312 12,945
Others 3,108 3,525 31,021
Long-term loans receivable 54 71 539
Deferred tax assets (Note 8) 313 312 3,124
Other investments 4,237 3,949 42,290
Less: Allowance for doubtful accounts (220) (225) (2,196)
Total investments 8,789 8,944 87,723

¥ 129,518 ¥ 121,108 $1,292,724

See accompanying notes.
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Thousands of

Millions of yen U.S. dollars
(Note 1)
LIABILITIES AND NET ASSETS 2008 2007 2008
Current liabilities :
Short-term debt (Note 5) ¥ 10,455 ¥ 10,661 $ 104,352
Current maturities of long-term debt (Note 5) 4,144 3,006 41,361
Notes and accounts payable — Trade 26,352 27,542 263,020
Income taxes payable 3,143 2,359 31,370
Deferred tax liabilities (Note 8) 74 81 739
Employees' accrued bonuses 1,637 1,172 16,339
Directors' and corporate auditors' accrued bonuses 246 257 2,455
Other current liabilities 10,447 8,726 104,273
Total current liabilities 56,498 53,804 563,909
Long-term debt (Note 5) 3,941 6,109 39,335
Employees' accrued retirement benefits (Note 7) 910 1,404 9,083
Deferred tax liabilities (Note 8) 322 305 3,214
Other long-term liabilities 301 379 3,004
Contingent Liabilities (Note 9)
Net assets (Note 10) :
Shareholders' equity :
Common stock
Authorized 120,000,000 shares
Issued 36,000,000 shares 7,216 7,216 72,023
Capital surplus 4,868 4,868 48,588
Retained earnings 51,151 42,818 510,540
Treasury stock, at cost (1) (1) (10)
Total shareholders' equity 63,234 54,901 631,141
Valuation and translation adjustments :
Net unrealized holding gains on available-for-sale securities 765 1,030 7,635
Foreign currency translation adjustment 1,491 1,498 14,882
Total valuation and translation adjustments 2,256 2,528 22,517
Minority interests in consolidated subsidiaries 2,056 1,678 20,521
Total net assets 67,546 59,107 674,179
¥ 129,518 ¥ 121,108 $1,292,724

See accompanying notes.
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Kintetsu World Express, Inc. and Subsidiaries

Consolidated Statements of Income

Years ended March 31, 2008 and 2007

Thousands of

Millions of yen U.S. dollars
(Note 1)
2008 2007 2008
Net sales (Note 12) ¥ 292,333 ¥ 289,928 $2,917,786
Cost of sales 244,753 243,705 2,442,888
Gross profit 47,580 46,223 474,898
Selling, general and administrative expenses (Note 13) 33,686 33,784 336,221
Operating income (Note 12) 13,894 12,439 138,677
Other income (expenses) :
Interest and dividends income 519 319 5,180
Interest expenses (413) (485) (4,122)
Foreign currency exchange gain 616 672 6,148
Equity in earnings (losses) of affiliates 20 17 200
Other, net (Note 14) 529 37 5,279
1,271 560 12,685
Income before income taxes and minority interests 15,165 12,999 151,362
Income taxes (Note 8) :
Current 5,453 4,575 54,427
Deferred (16) 307 (160)
5,437 4,882 54,267
Minority interests in consolidated subsidiaries 567 521 5,659
Net income ¥ 9,161 ¥ 7,596 $ 91,436
U.S. dollars
Ve (Note 1)
2008 2007 2008
Amounts per share :
Net income ¥ 25447 ¥ 21017 $ 2.54
Cash dividends applicable to the year 25.00 21.00 0.250

See accompanying notes.
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Kintetsu World Express, Inc. and Subsidiaries

Consolidated Statements of Changes in Net Assets

Year ended March 31, 2008

Millions of yen

Shareholders' equity

Valuation and translation adjustments

Number of Net unrealized ; in'it/gpezftg)i/n ——
igfrrlfri(;)rf Total gﬁlgl\?agilaggllg—s cFL?rrreelr?Ey Valuationand COnsolidated et assets
stock Common Capital Retained Treasury shareholders'  for-sale translation  transiation  subsidiaries
(thousands) Stock surplus earnings stock equity securities  adjustment  adjustments
Balance at March 31, 2006 36,000 ¥ 7,216 ¥ 4,868 ¥ 36,069 ¥ (0) ¥ 48,153 ¥ 881 ¥ 813 ¥ 1,694 - 49,847
Reclassified balances as of
March 31, 2007 - - - - - - - - - 1,427 1,427
Net income - - - 7,596 - 7,596 - - - - 7,596
Adjustments from translation
of foreign currency financial
statements - - - - - - - 685 685 - 685
Net increase in unrealized
holding gains on available-
for-sale securities - - - - - - 149 - 149 - 149
Purchase of treasury stock - - - - () 1) - - - - (1)
Cash dividends paid - - - (720) - (720) - - - - (720)
Bonuses to directors and
statutory auditors - - - (131) - (131) - - - - (131)
Other, net - - - 4 - 4 - - - 251 255
Balance at March 31, 2007 36,000 ¥ 7,216 ¥ 4,868 ¥ 42,818 ¥ (1) ¥ 54901 ¥ 1,030 ¥ 1498 ¥ 2,528 ¥ 1,678 ¥ 59,107
Net income - - - 9,161 - 9,161 - - - - 9,161
Adjustments from translation
of foreign currency financial
statements - - - - - - - (7) (7) - (7)
Net decrease in unrealized
holding gains on available-
for-sale securities - - - - - - (265) - (265) - (265)
Purchase of treasury stock - - - - (0) 0) = - - - (0)
Cash dividends paid - - - (828) - (828) - - - - (828)
Other, net - - - - - - - - - 378 378
Balance at March 31, 2008 36,000 ¥ 7,216 ¥ 4,868 ¥ 51,151 ¥ (1) ¥ 63,234 ¥ 765 ¥ 1,491 ¥ 2,256 ¥ 2,056 ¥ 67,546
Thousands of U.S.Dollars (Note 1)
Shareholders' equity Valuation and translation adjustments
Number of Net unrealized ; in'\t/lelpec;[[g&i/n -
it])?rq?rswc?rf Total gﬁlgl\?agilagk?llen—s cFL?rrreelr??y Valuggg}l and Consolidated  net assets
stock Common Capital Retained Treasury shareholders'  for-sale translation  translation subsidiaries
(thousands) Stock surplus earnings stock equity securities  adjustment  adjustments
Balance at March 31, 2007 36,000 $ 72,023 $ 48,588 $427,368 $ (10) $547,969 $ 10,280 $ 14,952 § 25,232 § 16,748 $ 589,949
Net income - - - 91,436 - 91,436 - - - - 91,436
Adjustments from translation
of foreign currency financial
statements - - - - - - - (70) (70) - (70)
Net decrease in unrealized
holding gains on available-
for-sale securities - - - - - - (2,645) - (2,645) - (2,645)
Purchase of treasury stock - - - - (0) (0) - - - - (0)
Cash dividends paid - - - (8,264) - (8,264) - - - - (8,264)
Other, net 3,773 3,773

Balance at March 31, 2008 36,000 $ 72,023 $ 48,588 $510,540 $

(10) $631,141 $ 7,635 $ 14,882 $ 22,517 $

20,521 $674,179

See accompanying notes.
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Kintetsu World Express, Inc. and Subsidiaries

Consolidated Statements of Cash Flows

Years ended March 31, 2008 and 2007

Thousands of

Millions of yen U.S. dollars
(Note 1)
2008 2007 2008
CASH FLOWS FROM OPERATING ACTIVITIES :
Net income before income taxes and minority interests ¥ 15165 ¥ 12999 § 151,362
Adjustments to reconcile net income before income taxes to net cash
provided by operating activities:
Depreciation and amortization 3,450 3,928 34,435
Increase (Decrease) in accrued bonuses 480 122 4,791
Increase (Decrease) in directors' and corporate auditors' accrued bonuses (5) 257 (50)
Increase (Decrease) in accrued retirement benefits (481) (497) (4,801)
Interest and dividends income (519) (319) (5,180)
Interest expenses 413 485 4,122
Loss on disposal of fixed assets - 184 -
Changes in assets and liabilities:
(Increase) Decrease in notes and accounts receivable (2,799) (21) (27,937)
Increase (Decrease) in notes and accounts payable (1,553) 2,816 (15,501)
(Increase) Decrease in other assets 29 75 289
Increase (Decrease) in other liabilities 1,960 (434) 19,563
Bonuses to directors and statutory auditors - (131) -
Other, net (532) 461 (5,309)
Sub-total 15,608 19,925 155,784
Interest and cash dividends received 497 293 4,960
Interest paid (409) (474) (4,082)
Income taxes paid (4,639) (4,687) (46,302)
Net cash provided by (used in) operating activities 11,057 15,057 110,360
CASH FLOWS FROM INVESTING ACTIVITIES :
Payments for purchases of securities (353) (250) (3,523)
Proceeds from sales of securities 242 132 2,415
Payments for purchases of property and equipment (2,408) (1,512) (24,034)
Proceeds from sales of property and equipment 246 88 2,455
Payment for purchase of investments in subsidiaries - (318) -
Proceeds from loans receivable 22 18 220
Other, net 2,886 (4,597) 28,805
Net cash provided by (used in) investing activities 635 (6,439) 6,338
CASH FLOWS FROM FINANCING ACTIVITIES :
Net increase (decrease) in short-term debt (240) (3,502) (2,395)
Payments of capital lease obligations (97) (113) (968)
Proceeds from long-term debt 1,948 800 19,443
Payments for long-term debt (3,005) (1,782) (29,993)
Payments of cash dividends (828) (720) (8,264)
Payments of cash dividends to minority shareholders (215) (173) (2,147)
Other, net (0) (1) (0)
Net cash provided by (used in) financing activities (2,437) (5,491) (24,324)
Effect of exchange rate changes on cash and cash equivalents (223) 633 (2,225)
Net increase (decrease) in cash and cash equivalents 9,032 3,760 90,149
Cash and cash equivalents at beginning of year 19,468 15,708 194,311
Cash and cash equivalents at end of year (Note 3) ¥ 28500 ¥ 19,468 $ 284,460

See accompanying notes.
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Kintetsu World Express, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Years ended March 31, 2008 and 2007

Note 1: Basis of Presenting the Consolidated Financial Statements
The accompanying consolidated financial financial statements of the Company prepared in
statements of Kintetsu World Express, Inc. (the accordance with Japanese GAAP and filed with
“Company”) and its domestic consolidated the appropriate Local Finance Bureau of the
subsidiaries have been prepared in accordance Ministry of Finance as required by the Financial
with the provisions set forth in the Financial Instruments and Exchange Law. Some
Instruments and Exchange Law and its related supplementary information included in the
accounting regulations, and in conformity with statutory Japanese language consolidated financial
accounting principles generally accepted in Japan statements, but not required for fair presentation,
("Japanese GAAP"), which are different in certain is not presented in the accompanying consolidated
respects as to application and disclosure financial statements.
requirements of International Financial Reporting The translations of the Japanese yen amounts
Standards. into U.S. dollars are included solely for the

The accounts of overseas consolidated convenience of readers, using the prevailing

subsidiaries are based on their accounting records exchange rate at March 31, 2008, which was
maintained in conformity with generally accepted ¥100.19 to U.S.$1. The convenience translations
accounting principles prevailing in the respective should not be construed as representations that
countries of domicile. The accompanying the Japanese yen amounts have been, could have
consolidated financial statements have been been, or could in the future be, converted into
restructured and translated into English with some U.S. dollars at this or any other rate of exchange.
expanded descriptions from the consolidated

Note 2: Summary of Significant Accounting Policies

(1) Scope of Consolidation
The consolidated financial statements include the
accounts of the Company and 56 subsidiaries for
the year ended March 31, 2008. At March 31,
2007 the Company had 54 subsidiaries and
consolidated all of them.

The Company and the consolidated subsidiaries
are together referred to as the “Companies”
hereinafter.

(2) Consolidation and Elimination

For the purposes of preparing the consolidated
financial statements, all significant intercompany
transactions, account balances and unrealized
profits have been eliminated, and the portion
thereof attributable to minority interests is charged
to minority interests.

In the elimination of investments in subsidiaries,
the assets and liabilities of the subsidiaries,
including the portion attributable to minority
shareholders, are evaluated using the fair value at
the time the Company acquired control of the
respective subsidiaries.

(3) Investments in Affiliates

At March 31, 2008, 3 affiliates of which the
Company has the ability to exercise significant
influence over operating and financial policies are
accounted for by the equity method whereby the
costs of investments are adjusted for equity in
undistributed earnings or losses since acquisition.
At March 31, 2007, 4 affiliates are accounted for
by the equity method.

(4) Cash and Cash Equivalents

In preparing the consolidated statements of cash
flows, cash on hand, readily-available deposits and
short term highly liquid investments with

maturities of not exceeding three months at the
time of purchase are considered to be cash and
cash equivalents.

(5) Securities

Securities are classified as (a) securities held for
trading purposes (hereafter, “trading securities”),
(b) debt securities intended to be held to maturity
(hereafter, "held-to-maturity debt securities”),

(c) equity securities issued by subsidiaries and
affiliated companies, and (d) for all other securities
that are not classified in any of the above
categories (hereafter, “available-for-sale
securities”).

Securities held by the Companies are classified
into three categories.

Held-to-maturity securities are stated at
amortized cost.

Available-for-sale securities with market values
are stated at market value. Unrealized gains and
losses on these securities are reported, net of
applicable income taxes, as a separate component
of net assets. Realized gains on sale of such
securities are computed using weighted-average
cost.

Other securities that do not have market value
are stated at weighted-average cost.

If the market value of available-for-sale securities
declines significantly, such securities are stated at
market value and the difference between market
value and the carrying amount is recognized as
loss in the period of the decline.

(6) Allowance for Doubtful Accounts

The Companies adopted the policy of providing
the allowance for doubtful accounts using the
actual rate of bad debt losses experienced in the
past for the receivable other than those, for which
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allowance is provided based on individual
evaluation of their possibility of collection.

The allowance for doubtful accounts held by
overseas consolidated subsidiaries represents the
amount deemed necessary to cover possible
losses.

(7) Property and Equipment

Property and equipment are stated at cost.
Depreciation for buildings held by the Company
and domestic consolidated subsidiaries is
computed on the straight-line method based on
the estimated useful lives of assets. Depreciation
for others is computed using the declining-balance
method. Depreciation of property and equipment
held by overseas consolidated subsidiaries is mainly
computed by the straight-line method. Normal
repairs and maintenance, including minor
renewals and improvements, are charged to
income as incurred.

(Change in accounting policy)

Effective April 1, 2007, the Company and its
domestic consolidated subsidiaries have changed
their method of depreciation for all property and
equipment acquired on or after April 1, 2007 to
reflect the revisions to the Corporation Tax Law.
This change had minor impact on income before
income taxes and minority interests.

(Additional Information)

Effective April 1, 2007, property and equipment
acquired before April 1, 2007 for which the
allowable limit on the depreciable amount has
been reached are to be depreciated evenly over
five years from the following fiscal year. This
change had minor impact on income before
income taxes and minority interests.

(8) Amortization of Intangible Assets
Amortization of intangible assets is computed
using the straight-line method.

Software for internal use is amortized over their
estimated useful lives (primarily 5 years) on a
straight-line basis.

Goodwill and negative goodwill are amortized on
a straight-line basis over 20 years. Immaterial
goodwill and negative goodwill are expensed as
incurred.

(9) Accounting for Impairment of Fixed Assets
The Companies review its long-lived assets for
impairment whenever changes in circumstance
indicate the carrying amount of an asset or asset
group may not be recoverable. An impairment loss
would be recognized if the carrying amount of an
asset or asset group exceeds the sum of the
undiscounted future cash flows expected to result
from the continued use and eventual disposition
of the asset or asset group. The impairment loss
would be measured as the amount by which the
carrying amount of the asset exceeds its
recoverable amount, which is the higher of the
discounted cash flows from the continued use and
eventual disposition of the asset or the net selling
price at disposition. As a result of adopting the
accounting standards and the guidance, there was
no impact on the Company’s consolidated
financial statements.

(10) Accrued Bonuses

Bonuses to employees are provided for the portion
relevant to the current year of the estimated
amount of bonus payments.

(11) Accrued Directors’ and Corporate
Auditors’ Bonus

Bonuses to directors’ and corporate auditors’ are

provided for the portion relevant to the current

year of the estimated amount of bonus payments.

(12) Accrued Retirement Benefits to
Employees
The Companies adopted the Accounting standard
for employees’ severance and retirement benefits,
under which allowance and expenses for
severance and pension benefits are determined
based on the amounts obtained by actuarial
calculations.

The Company and certain domestic consolidated
subsidiaries have defined benefit pension plans
and certain overseas subsidiaries provide defined
benefit pension plans and defined contribution
plans.

Effective April 1, 2001, the Company integrated
entire lump-sum payment plan into funded
pension plan. The transition amount arising from
this integration of ¥67 million is amortized on a
straight-line basis over the period of 13 years
commencing with the year ended March 31,
2002.

The excess of the projected benefit obligation
over the total of the fair value of pension assets as
of April 1, 2000 and the liabilities for severance
and retirement benefits recorded as of April 1,
2000 (the “net transition obligation”) amounted
to ¥3,788 million, is recognized in expenses in
equal amounts primarily over 15 years
commencing with the year ended March 31,
2001.

Unrecognized net actuarial differences are
amortized as expenses from the next fiscal year by
the straight-line basis over the prescribed years
within the estimated remaining service period
(primarily 13 years).

(13) Translation of Foreign Currency
Transactions
Short-term receivables and payables denominated
in foreign currencies are translated into Japanese
yen at the year-end rates and the resulting
translation gains or losses are taken into income.
Receivables and payables denominated in foreign
currencies, which are hedged by forward
exchange contracts, are translated at the
contracted rates of exchange.

(14) Translation of Foreign Currency Financial
Statements
Foreign currency financial statements of overseas
consolidated subsidiaries are translated into
Japanese yen at current exchange rates prevailing
at the relevant balance sheet dates of these
subsidiaries, except that shareholders’ equity
accounts are translated at historical rates.
Differences arising from translation are presented
as "“Foreign currency translation adjustment” in
valuation and translation adjustment.



(15) Income Taxes

Income taxes consist of corporation, enterprise
and inhabitant taxes. The provision for income
taxes is computed based on the pretax income of
each of the Company and its consolidated
subsidiaries with certain adjustments required for
tax purposes.

The Company and its consolidated subsidiaries
recognize tax effects of temporary differences
between the carrying amounts of assets and
liabilities for tax purposes and financial reporting
purposes. The asset and liability approach is used
to recognize deferred tax assets and liabilities for
the expected future tax consequences of
temporary differences between the carrying
amounts of assets and liabilities for financial
reporting purposes and the amounts used for
income tax purposes.

(16) Leases
Finance leases of the Company and the domestic
consolidated subsidiaries, other than those which
are deemed to transfer the ownership of the
leased assets to lessees, are accounted for by a
method similar to that used for ordinary operating
leases.

Certain overseas subsidiaries capitalize their
assets leased under finance lease contracts in
accordance with local accounting principles.

(17) Hedging Activities
The Company and its subsidiaries use forward
foreign currency contracts as derivative financial
instruments only for the purpose of mitigating
future risks of fluctuation in foreign currency
exchange rates with respect to foreign currency
receivables and payables, within the amount of
foreign currency receivables and payables. Forward
foreign currency contracts are subject to risks of
foreign exchange rate changes.

The following hedging derivative financial
instrument used by the Company and items
hedged:

Hedging instrument : Forward foreign exchange
contracts

: Foreign currency receivables
and payables

If derivative financial instruments are used as

Hedged items

hedges and meet certain hedging criteria, the
Company defer recognition of gains or losses
resulting from changes in fair value of derivative
financial instruments until the related gains or
losses on the hedged items are recognized.

However, in cases where forward foreign
exchange contracts are used as hedges and meet
certain hedging criteria, forward foreign exchange
contracts and hedged items are accounted for in
the following manner:

(a) If a forward foreign exchange contract is

executed to hedge an existing foreign currency

receivable or payable,
(i) the difference, if any, between the Japanese
yen amount of the hedged foreign currency
receivable or payable translated using the spot
rate at the inception date of the contract and
the book value of the receivable or payable is
recognized in the income statement in the
period which includes the inception date, and
(i) the discount or premium on the contract
(that is, the difference between the Japanese
yen amount of the contract translated using the
contracted forward rate and that translated
using the spot rate at the inception date of the
contract) is recognized over the term of the
contract

(b) If a forward foreign exchange contract is
executed to hedge a future transaction
denominated in a foreign currency, the future
transaction will be recorded using the contracted
forward rate, and no gains or losses on the
forward foreign exchange contract are recognized.

(18) Per Share Information

Net income per share of common stock is
computed based upon the weighted-average
number of shares outstanding during the year.

Diluted earnings per share of common stock for
the years ended March 31, 2008 and 2007 are not
presented since the Company had no securities
with dilutive effect.

Cash dividends per share presented in the
consolidated statements of income represent
dividends declared as applicable to the respective
year, including dividends paid after the end of the
year.

Note 3:

Cash and Cash Equivalents

Reconciliations of cash and time deposits shown in the consolidated balance sheets and cash and cash
equivalents shown in the consolidated statements of cash flows as of March 31, 2008 and 2007 are as

follows:
. Thousands of
Millions of yen U.S. dollars
2008 2007 2008
Cash and time deposits ¥ 28734 ¥ 22668 $ 286,795
Deposits over three months (234) (3,200) (2,335)

Cash and cash equivalents

¥ 28,500 ¥ 19,468 $ 284,460
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Note 4:
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Securities

The following tables summarize acquisition costs, book values and fair values of securities with available
fair values at March 31, 2008 and 2007:

Millions of yen

Thousands of U.S. dollars

Held-to-maturity debt securities, Book Market - Book Market =
at March 31, 2008 value Value DTSR value Value DiffEEmE
Securities with available fair values
exceeding book value ¥ 189 ¥ 193 ¥ 4 % 1,86 $ 1,926 $ 40
Other securities - - - - - -
Total ¥ 189 ¥ 193 ¥ 4 % 188 $ 1,926 $ 40
Millions of yen
Held-to-maturity debt securities, Book Market .
at March 31, 2007 value Value LLICIENCE
Securities with available fair values
exceeding book value ¥ - ¥ - ¥ -
Other securities - - -
Total ¥ - ¥ - ¥ -
Millions of yen Thousands of U.S. dollars
Available-for-sale securities, Acquisition Book Diff Acquisition Book Diff
at March 31, 2008 Cost Value erence Cost Value erence
Securities with book value exceeding
acquisition costs ¥ 97 ¥ 2,328 ¥ 1,361 $ 9,652 $ 23,236 $ 13,584
Other securities 381 256 (125) 3,803 2 555 (1,248)
Total ¥ 1,348 ¥ 2,584 ¥ 1,236 $ 13,455 $ 25,791 $ 12,336
Millions of yen
Available-for-sale securities, Acquisition Book Dt
at March 31, 2007 Cost Value ILEGHES
Securities with book value exceeding
acquisition costs ¥ 1,075 ¥ 2,897 ¥ 1,822
Other securities 239 155 (84)
Total ¥ 1,314 ¥ 3,052 ¥ 1,738

The Company reported the impairment loss of ¥77 million for available-for-sale securities for the year

ended March 31 2008.

Book value of available-for-sale securities, with no fair market value, as of March 31, 2008 and 2007

were as follows:

Millions of yen

Thousands of

U.S. dollars
Available-for-sale securities 2008 2007 2008
Non-listed securities ¥ 335 ¥ 473§ 3,344
Non-listed equity securities issued by affiliates 1,297 1,312 12,945
Total ¥ 1,632 ¥ 1,785 $ 16,289

The carrying value of debt securities classified as available-for-sale and held-to-maturity as of March 31,
2008 and 2007 are summarized by contractual maturities as follows:

Millions of yen

Thousands of U.S. dollars

2008 2007 2008
C%g:éite Others C%rggcrjite Others C%rc;))r?crzte Others
One year or less ¥ - ¥ 57 ¥ - ¥ -9 - $ 569
One to five years - 140 - - - 1,397
Five to 10 years - - = - . _
More than 10 years - = = - - _
Total ¥ - ¥ 197 ¥ - ¥ -9 - $ 1,966




Note 5: Short-term Debt and Long-term Debt
Short-term debt consisted principally of borrowings from banks. The weighted average interest rates of
short-term debt as of March 31, 2008 and 2007 were 1.59% and 1.42 %, respectively.
Long-term debt at March 31, 2008 and 2007 consisted of the followings:
- Thousands of
Millions of yen US, dsllErs
2008 2007 2008
Long-term debt from banks and other financial institutions
due 2010 to 2022, with average interests 2.80% for 2008
and 2.73% for 2007.
Secured ¥ 211 ¥ 297 $ 2,106
Unsecured 7,874 8,818 78,590
8,085 9,115 80,696
Less: Portion due within one year (4,144) (3,006) (41,361)
¥ 3,941 ¥ 6,109 $ 39,335
Annual maturities of long-term debt at March 31, 2008 are as follows:
: Millions of yen jlholsandsiof
Year ending March 31 Y U.S. dollars
2009 ¥ - $ =
2010 120 1,198
2011 2,619 26,140
2012 610 6,088
2013 and thereafter 592 5,909
Total ¥ 3,941 $ 39,335
Note 6: Pledged Assets
At March 31, 2008, assets pledged as collateral for long-term debt mentioned in Note 5 were as follows:
- Thousands of
Millions of yen USS. dollars
Buildings and structures ¥ 1,056 $ 10,540
Land 912 9,103
¥ 1,968 $ 19,643
In addition, the Company pledged security ¥132 million ($1,317 thousand) as collateral for deferred
payment of customs duties.
Note 7: Employees' Retirement Benefits

The accrued retirement benefits included in the liability section of the consolidated balance sheets as of
March 31, 2008 and 2007 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2008 2007 2008

Projected benefit obligation ¥ 18,943 ¥ 18696 $ 189,071
Unrecognized prior service costs (35) (40) (349)
Unrecognized actuarial differences (3,015) (299) (30,093)
Less fair value of pension assets (13,337) (14,927) (133,117)
Less unrecognized net transition obligation (1,773) (2,026) (17,696)
Prepaid pension cost 127 = 1,267
Accrued retirement benefits ¥ 910 ¥ 1,404 $ 9,083
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Included in the consolidated statements of income for the years ended March 31, 2008 and 2007 are

retirement benefit expenses comprised of the following: Thousands of

Millions of yen U.S. dollars
2008 2007 2008

Service costs — benefits earned during the year ¥ 1,029 ¥ 93 $ 10,271
Interest cost on projected benefit obligation 353 351 3,523
Expected return on plan assets (592) (536) (5,909)
Amortization on net transition obligation 252 252 2,515
Amortization on prior service costs 5 5 50
Amortization on actuarial differences 122 151 1,218
Retirement benefit expenses ¥ 1,169 ¥ 1,186 $ 11,668

The discount rates used by the Company to measure the projected pension benefit obligation was 2.0%
for 2008 and 2007 and the rate of expected return on plan assets was 4.0% for 2008 and 2007.

Note 8: Income Taxes
Income taxes consist of corporation, inhabitants and enterprise taxes.
The statutory tax rates for the years ended March 31, 2008 and 2007 were 40.69%.
Significant components of the Companies' deferred tax assets and liabilities as of March 31, 2008 and
2007 were as follows:
. Thousands of
Millions of yen U.S. dollars (Note 1)
2008 2007 2008
Deferred tax assets :
Operating loss carryforwards ¥ 637 ¥ 772§ 6,358
Accrued bonuses 408 301 4,072
Directors' bonuses - 14 -
Bad debt allowance 124 104 1,238
Employees' retirement benefits 222 366 2,216
Accrued enterprise tax 142 83 1,427
Other 721 647 7,196
Total 2,254 2,287 22,507
Valuation allowance (293) (189) (2,924)
Total deferred tax assets 1,961 2,098 19,573
Deferred tax liabilities :
Net unrealized gains on marketable securities (503) (707) (5,021)
Depreciation and other (609) (749) (6,079)
Total deferred tax liabilities (1,112) (1,456) (11,100)
Net deferred tax assets ¥ 849 ¥ 642 % 8,473
Significant difference between the statutory tax rate and the Company's effective tax rate for financial
statement purposes for the year ended March 31, 2008 and 2007 were as follows:
2008 2007
Statutory tax rate 40.69% 40.69%
Permanently non-deductible expenses for tax purposes such as
entertainment expenses 2.35 1.08
Permanently non-taxable income such as dividend income (2.11) (1.07)
Difference of the statutory tax rate among countries other than Japan (9.56) (9.13)
Temporary differences not recognized on operating losses of subsidiaries - 1.99
Use of net operating losses carryforward of subsidiaries - (1.10)
Effect of elimination of intercompany dividends received 3.03 5.35
Other, net 1.45 (0.25)
Effective tax rate 35.85% 37.56%
Note 9: Contingent Liabilities
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The Company was contingently liable as of March 31, 2008, as a guarantor for borrowings of The
Keodirelang Group (PTY) LTD. which amounted to ¥161 million ($1,607 thousand).



Note 10:

Net Assets

Net assets comprises three subsections, which are the shareholders' equity, valuation and translation
adjustments and minority interests in consolidated subsidiaries.

Under the Japanese laws and regulations, the entire amount of payment for new shares is required to be
designated as common stock, although, generally, a company may, by a resolution of the Board of
Directors, designate an amount not exceeding one-half of the price of the new shares as additional paid-in
capital, which is included in capital surplus.

Japanese Company Law ("the Law") became effective on May 1, 2006, and, at the same time, the
Japanese Commercial Code ("the Code") was repealed.

Under the Code, companies were required to set aside an amount equal to at least 10% of cash
dividends and other cash appropriations as legal earnings reserve until the total of legal earnings reserve
and additional paid-in capital equaled 25% of common stock. Under the Law, in cases when dividends are
paid, an amount equal to 10% of the dividends or the excess of 25% of common stock over the total of
additional paid-in capital and legal earnings reserve, whichever is the smaller, must be set aside as
additional paid-in capital or legal earnings reserve. Under the Code, additional paid-in capital and legal
earnings reserve were available for distribution by the resolution of the shareholders' meeting as long as
the total amount of legal earnings reserve and additional paid-in capital remained equal to or exceeded
25% of common stock. Under the Law, even when the total amount of additional paid-in capital and legal
earnings reserve is less than 25% of common stock, additional paid-in capital and legal earnings reserve
may be available for dividends if there are sufficient distributable surplus.

Under the Code, legal earnings reserve and additional paid-in capital could be used to eliminate or
reduce a deficit by a resolution of the shareholders' meeting or may be capitalized by a resolution of the
Board of Directors.

Under the Law, both of those appropriations require a resolution of the shareholders' meeting. Legal
earnings reserve is included in retained earnings in the accompanying consolidated balance sheets. The
maximum amount that the Company can distribute as dividends is calculated based on the non-
consolidated financial statements of the Company in accordance with the Japanese laws and regulations.

Note 11:

Accounting for Leases

The Company and domestic consolidated subsidiaries have various lease agreements whereby the
Companies act as lessees.

Finance leases which do not transfer ownership to lessees are accounted for in the same manner as
operating leases.

Certain information for non-capitalized finance leases for the years ended March 31, 2008 and 2007
were as follows:

(1) A summary of assumed amounts of acquisition cost, accumulated depreciation and net book value for

finance leases at March 31, 2008 and 2007 were as follows:
Thousands of

Millions of yen U.S. dollars
2008 2007 2008

Machinery and equipment :

Assumed acquisition cost ¥ 258 ¥ 252 § 2,575

Accumulated depreciation (209) (183) (2,086)

Net book value ¥ 49 ¥ 69 § 489
Others (tools, dies, furniture and fixtures) :

Assumed acquisition cost ¥ 995 ¥ 998 § ) L5

Accumulated depreciation (428) (557) (4,272)

Net book value ¥ 567 ¥ 441§ 5,659
Software :

Assumed acquisition cost b 382 ¥ 741§ 3,813

Accumulated depreciation (221) (522) (2,206)

Net book value ¥ 161 ¥ 219  § 1,607

(2) Lease obligations under non-capitalized finance leases, including finance charges at March 31, 2008

and 2007 were as follows:
Thousands of

Millions of yen U.S. dollars
2008 2007 2008
Payments due within one year ¥ 279 ¥ 336§ 2,785
Payments due after one year 516 414 5,150

¥ 795 ¥ 750  $ 7,935
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(3) Lease payments and the amounts corresponding to depreciation and interest expense under such leases
for the years ended March 31, 2008 and 2007 were as follows:

Thousands of

Millions of yen U.S. dollars
2008 2007 2008
Lease payments ¥ 395 ¥ 463 § 3,943
Depreciation expense portion 373 439 3,723
Interest expense portion 18 18 180

In addition, lease obligations under operating leases, including finance charges, at March 31, 2008 and

2007 were as follows:
Thousands of

Millions of yen U.s. dollars
2008 2007 2008
Payments due within one year Y 3,785 ¥ 1,277 $ 37,778
Payments due after one year 7,940 3,405 79,250

¥ 11,725 ¥ 4682 $ 117,028

Note 12: Segment Information

(1) Industry Segments
The Companies are engaged predominantly in a single industry which is air and sea cargo business.

(2) Geographic Areas
The segment information of the Companies for the years ended March 31, 2008 and 2007, classified by
geographic areas is presented below:

Millions of yen

) Europe & East Asia &  Southeast Asia & Elimination or )
Jerperm T2 ATRERIEES Africa Oceania Middle East il Unallocated Comsaliize
Year ended March 31, 2008 :
Net Sales :
Net sales to outside customers ¥ 125,638 ¥ 34,967 ¥ 26,436 ¥ 80,470¥ 24,822 ¥ 292,333 ¥ - ¥ 292,333
Inter-segment sales/transfers 1,435 3,881 1,057 1,091 503 7,967 (7,967) -
Total sales 127,073 38,848 27,493 81,561 25,325 300,300 (7,967) 292,333
Operating expenses 122,629 36,163 27,099 76,752 23,749 286,392 (7,953) 278,439
Operating income ¥ 4,444 ¥ 2,685 ¥ 394 ¥ 4,809 ¥ 1,576 ¥ 13,908 ¥ (14) ¥ 13,894
At March 31, 2008 :
Total assets ¥ 62916¥ 17,026 ¥ 14,554¥ 34,050¥ 10,265¥ 138,811¥ (9,293) ¥ 129,518
Year ended March 31, 2007 :
Net Sales :
Net sales to outside customers ¥ 124,497 ¥ 37,516 ¥ 26,091 ¥ 76,182 ¥ 25,642 ¥ 289,928 ¥ - ¥ 289,928
Inter-segment sales/transfers 1,568 4,517 1,376 1,213 464 9,138 (9,138) -
Total sales 126,065 42,033 27,467 77,395 26,106 299,066 (9,138) 289,928
Operating expenses 122,104 39,156 27,079 73,274 24,905 286,518 (9,029) 277,489
Operating income ¥ 3,961 ¥ 2,877 ¥ 388 ¥ 4121 ¥ 1,201 ¥ 12,548 ¥ (109) ¥ 12,439
At March 31, 2007 :
Total assets ¥ 63,663¥ 14,133 ¥ 14,298 ¥ 31,548¥% 9,446 ¥ 133,088 ¥ (11,980) ¥ 121,108
Thousands of U.S. dollars
. Europe & East Asia &  Southeast Asia & Elimination or .
Jeige iR ATRERIEES Africa Oceania Middle East il Unallocated Comsaliafiizs
Year ended March 31, 2008 :
Net Sales :
Net sales to outside customers $1,253,997 $ 349,007 $ 263,859 $ 803,174 $ 247,749 $2,917,786 $ - $2,917,786
Inter-segment sales/transfers 14,323 38,736 10,550 10,889 5,021 79,519 (79,519) -
Total sales 1,268,320 387,743 274,409 814,063 252,770 2,997,305 (79,519) 2,917,786
Operating expenses 1,223,964 360,944 270,476 766,065 237,040 2,858,489 (79,380) 2,779,109
Operating income $ 443569% 26,799 § 3,933 $ 47998 § 15,730 $ 138,816 % (139) $ 138,677
At March 31, 2008 :
Total assets $ 627,967 $ 169,937 $ 145,264 $ 339,854 $ 102,456 $1,385,478 § (92,754) $1,292,724
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The amounts for the common assets included in the column "Elimination or Unallocated" are ¥5,410
million ($53,997 thousand) and ¥3,252 million for the years ended March 31, 2008 and 2007, respectively,
which mainly consist of surplus funds (cash and time deposits).

(3) Net Sales in Overseas Countries
Net sales of the Companies from sources outside Japan for the years ended March 31, 2008 and 2007 are

presented below:

Millions of yen

Thousands of

U.S. dollars
2008 2007 2008
Net sales in overseas countries:
The Americas ¥ 34,973 ¥ 37,522 $ 349,067
Europe & Africa 26,444 26,098 263,938
East Asia & Oceania 80,472 76,183 803,194
Southeast Asia & Middle East 24,825 25,645 247,779
¥ 166,714 ¥ 165,448 $1,663,978
Percentage of such sales against consolidated net sales 57.0% 57.1% 57.0%

Overseas' sales include foreign subsidiaries' sales to overseas third parties as well as the Company's and
domestic subsidiaries' export sales to third parties.

Note 13: Selling, General and Administrative Expenses
Selling, general and administrative expenses during the years ended March 31, 2008 and 2007 are
summarized as follows:
- Thousands of
Millions of yen U.s. dollars
2008 2007 2008
Labor and payroll cost ¥ 16,336 ¥ 16,116 $ 163,050
Provision for accrued bonuses to employees 932 769 9,302
Provision for accrued retirement benefits to employees 924 854 9,222
Provision for doubtful accounts 52 155 519
Others 15,442 15,890 154,128
¥ 33,686 ¥ 33,784 $ 336,221
Note 14: Other Income (Expenses)
Other, net during the years ended March 31, 2008 and 2007 are summarized as follows:
- Thousands of
Millions of yen U.s. dollars
2008 2007 2008
Gain (loss) on sales or disposals of property and equipment, net ¥ 82 ¥ (184) $ 818
Reversal of allowance for doubtful accounts - 137 -
Loss on impairment of investment securities (77) - (769)
Amortization of goodwill 30 31 299
Retirement on company reorganization - (30) -
Loss on closure of branch office - 171) -
Loss on fraud case - (50) -
Gain on previous year adjustment 278 - 2,775
Loss on cargo transportation damages (70) — (699)
Other, net 286 304 2,855
¥ 529 ¥ 37 $ 5,279
Note 15: Subsequent Events

On June 19, 2008, the shareholders of the Company approved payment of a cash dividend to shareholders
of record as of March 31, 2008 of ¥13.00 ($0.13) per share for a total of ¥468 million ($4,671 thousand).
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To the Sharcholders and Board of [hrectiors of
Kintetsu World Express, Inc. :

‘We have audited the sccompanying consolidnted balance sheets of Kintetso Workd Express,
Inc. and comsolidated subsiklaries as of March 31, 2008 and 2007, and the related
consolidated statememts of inceme, changes in pet assets and cash flows for the years then
ended, expressed in Japansse ven. These consolidated fimancial statemends are the
responsibility of the Company’s management. Char responsibility is o mdependently express
an apimion on these comsolidated financial statensents based on our auditz.

We comducted our audits in accordance with anditing stamdands generally accepted in Japan.
Those stardards requine that we plan and pesform the sudit to obtain reasonsble assurance
about whether the financinl statements are free of material misstnbement.  An audit includes
paamining, on a best basis, evidenoe supporting the amoonis and discloswres in the financial
statements. An audit also ineludes assmsing the socounting prnciphes usad amd significant
estimates made by managemend, a5 well as evaluating the overnll financial siatement
presentation. We believe that car nudis provide a reasonable basis for cur opinion.

In puar opinion, the consolidated financial statements refermed to sbove present Fairky, in all
material respects, the conzalidated financial position of Kimtetsu World Express, Inc. and
subssdiaries as of March 31, 2008 and 2007, and the consoldaved resuls of their operations
and their cash flows for the years them ended, in conformity with nccounting principles
generally sccepted in Japan.

The L1.3. dollar amounts i the acoompanying consolidated financial statements with respect
b thoer year ended March 31, 2008 are preserted sobely for convenience. Our sudit also
included the translation of ven amoumts into L5, dollar amounts and, inooar opinion, such
translation has been made on the basis described in Mate 1 1o the consolidated financial
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Investor Information

(As of March 31, 2008)

Kintetsu World Express, Inc. (KWE)

Head Office:

Ohtemachi Bldg., 1-6-1

Ohtemachi, Chiyoda-ku, Tokyo 100-0004, Japan
Tel: +81-3-3201-2580

Established:
January 1970

Paid-in Capital
¥ 7,216 million

Number of Common Stocks
Authorized 120,000,000 shares
Issued and outstanding 36,000,000 shares

General Annual Meeting:

The annual meeting of shareholders of the
Company is held every June in Tokyo, Japan.

Major Shareholders

Shareholder

Kintetsu Corporation

Kinki Nippon Tourist Co., Ltd.

Japan Trustee Services Bank, Ltd. (Trust Account)
Mitsui O.S.K. Lines, Ltd.

The Master Trust Bank of Japan, Ltd. (Trust Account)
State Street Bank and Trust Co.

Hokko Daiwa Taxi Co., Ltd.

Okunikko Kogen Hotel

Trust & Custody Services Bank, Ltd. (Trust Account)
Juniper

Shareholder Register Administrator:
Mitsubishi UFJ Trust and Banking Corporation
Tel: + 81-3-5391-1900

or 0120-232-711 (toll-free number only in Japan)

Number of Employees:
8,069 (worldwide on a consolidated basis)

Investor Relations:

Kintetsu World Express, Inc. (KWE)

Ohtemachi Bldg., 1-6-1

Ohtemachi, Chiyoda-ku, Tokyo 100-0004, Japan
Tel: +81-3-3201-2654

Fax: +81-3-3201-2666

Website Address:
http://www.kwe.com

(As of March 31, 2008)

Number of shares held % of shares held

11,552,900 32.09%
3,200,000 8.89%
2,637,200 7.33%
1,799,500 5.00%
1,556,700 4.32%
1,269,533 3.53%

937,500 2.60%
587,500 1.63%
582,200 1.62%
578,500 1.61%
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