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Presentation 

 

Moderator: I would now like to begin the financial results briefing for Daikin Industries, Ltd. for the fiscal year 
ended March 31, 2021. 

Present today are: Masanori Togawa, President and CEO, Member of the Board; Yoshihiro Mineno, Senior 
Executive Officer, General Manager of Global Operations Division; Satoshi Funada, Senior Executive Officer, 
General Manager of Japanese AC Sales Division, Yoshiyuki Hiraga; Executive Officer, Responsible for Chemicals 
Business; and Kota Miyazumi, Executive Officer, Responsible for Corporate Communication. 

First, Mr. Togawa, our President, will explain our management policy, followed by Mr. Miyazumi, our 
Executive Officer, who will provide an overview of our financial results, followed by a question-and-answer 
session. The end time is scheduled to be 12. 

The explanatory materials are available on our website under Investor Relations, as announced in the email 
distributed today. There are 2 types of documents available, so please have them ready. 

Now, Mr. Togawa, please. 

Togawa: Good morning, everyone. Thank you for participating in today’s briefing session. I would also like to 
take this opportunity to express my sincere gratitude to all of you for your continued interest in our business 
activities. 

Now, let me quickly explain the details of our financial results for FY2020 and our management policy for 
FY2021. 
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Please refer to page 2 of the document titled Daikin Management Policy. 

Last year, while the outlook was truly unclear due to the coronavirus disaster, we quickly took a management 
stance to confront the crisis and established the themes of "defensive and proactive measures" and 
"constitution strengthening and reform." We also launched Six Emergency Projects as important issues to be 
tackled by the entire global group, with my own participation, to lead the entire company in creating results. 

By responding to ever-changing circumstances and flexibly revising our action plans, we were able to achieve 
results that exceeded the projected figures, despite 4 upward revisions of results forecast. 

For FY2020, actual sales were JPY2,493.4 billion, up JPY33.4 billion from the JPY2,460 billion announced in 
February. However, the figure was down 2.2% from the previous year. Operating profit was JPY238.6 billion, 
JPY6.6 billion higher than the announced figure of JPY232 billion. The result was a 10.1% decrease from the 
previous year. 

As a company that operates globally, the impact of the global spread of the new coronavirus has been very 
significant, and we estimate that it has had a negative impact of approximately JPY350 billion on net sales and 
JPY150 billion on operating profit. 

As a result, both sales and profits decreased compared with previous year. However, I believe that we were 
able to not only secure short-term results, but also further strengthen our management structure for future 
growth and development through the measures we took amid the coronavirus disaster. 
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We had record-high sales and operating profit in the 3 months of Q3. Sales and income decreased in the 3 
months of Q4, but this was due to aggressive upfront investment in sales promotion, product development, 
and promotion of digitalization for future sales expansion, as well as the increase in raw material and logistics 
costs from Q4 onward. 

Mr. Miyazumi will explain the status by business segment and the status by region of the air conditioning 
business later. 

 

 

Please see page 3 of the materials. 

As for strengthening our management structure, in more specific terms, we have been strengthening our sales 
and marketing capabilities to expand sales and increase our market share. In this regard, we have been 
promoting sales innovation utilizing digital technology in each region, including online sales activities, dealer 
support, and e-commerce. 

Next, with regard to the speedy development and introduction of differentiated products, for example, in 
Japan, we have expanded the product lineup of room air conditioners with ventilation functions, which had 
been available only in the flagship models, to the middle zone and even the standard zone. In this way, we 
believe that we carried out quick product development and launch ahead of our competitors. 

We also launched new products such as air purifiers and retrofittable heat reclaim ventilators for stores, and 
proposed solutions combining air conditioners with ventilation products and high-performance filters. 
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Through these measures, we have been able to capture new needs for air quality and ventilation and expand 
our sales. 

In addition to what I have just mentioned, we increased supply capacity through an integrated supply chain 
of procurement, production, logistics, and sales that can respond flexibly and promptly to changes in demand. 
We also managed to cut costs thoroughly. In this way, we have promoted the reduction of fixed costs to 
achieve a lean and robust management structure for all. 

I believe that FY2021 will be the time to test whether or not the power we have cultivated in FY2020 was a 
true power, and how we can make the most of it. 

 

 

Please see page 4 of the materials. 

As for the plan for FY2021, I would first like to share my thoughts on the management stance for this fiscal 
year. 

I would like to talk about how we perceive the business environment this year. Compared to the situation this 
time last year, when the coronavirus really spread around the world and the future was completely uncertain, 
the situation has calmed down somewhat and is on a recovery track now, although we still cannot foresee the 
end of the coronavirus pandemic. We don’t know how the situation will change. I believe that such an 
uncertain future situation will continue. 
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There is now a lockdown in India and other countries due to the reemergence of the infection, but I wonder 
how and in which regions these negative effects will appear. On the other hand, there is a possibility that the 
economy will recover rapidly when the infection is put under control by widespread use of vaccines and the 
effects of large-scale economic measures taken by various countries. 

With this in mind, I believe it is of utmost importance that we take flexible measures to respond to these 
changes in the situation I have just mentioned, with greater speed than before. We recognize that it is now 
important to steer the management in such a flexible manner that we can respond quickly to the ups and 
downs of the environment. 

Next, I would like to explain our business forecast for the current fiscal year, which is for net sales of JPY2,750 
billion, up 10% from the previous year, the highest ever, and operating profit of JPY270 billion, up 13% from 
the previous year. 

In the business environment surrounding the Company, as I mentioned earlier, in addition to the uncertain 
impact of the coronavirus, there have been sharp rises in raw material prices and logistics costs, which have 
had a significant negative impact of JPY65 billion on operating profit YoY. In addition, there are concerns about 
a slowdown in the residential air-conditioning market and a delay in the recovery of the commercial air-
conditioning market, so I believe that we are still in a difficult situation. 

Nevertheless, in the last fiscal year, amidst the coronavirus disaster, we have been working to strengthen our 
management structure to become leaner and robuster by strengthening our sales and marketing capabilities, 
developing differentiated products with speed, building a flexible production and supply system that can 
respond to demand fluctuations, and thoroughly reducing costs. Based on what I have just said, we will 
continue to implement measures with a aggressive and challenging stance, and we hope to achieve a V-
shaped recovery by securing double-digit increases in both sales and profits and surpassing the performance 
of the pre-coronavirus period. 

To achieve this goal, we have set 7 key themes to achieve our business performance this fiscal year, and we 
have already started implementing them in April. I mentioned speed earlier, and I personally believe that 
speedy development and implementation of measures will be an important competitive edge in this era of 
change. 
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Please see page 5 of the materials. 

As for the 7 key themes that we work on this fiscal year, the first of these is a strategic selling price measures 
aimed at maintaining profitability by absorbing the impact of market conditions and other factors that 
increase costs. 

The second is to expand sales and increase market share to beat our rivals. These include further expanding 
sales of residential products, capturing and strengthening replacement demand for commercial products, and 
accelerating sales using digital technology. The other is to expand sales of air quality and ventilation products 
on a global scale, develop differentiated products, and develop solution proposal options to create a major 
air quality and ventilation business. 

The third point is to reinforce and maximize variable cost reduction on a global basis. In concrete terms, the 
replacement of copper with aluminum and other materials, the standardization of core parts, and the 
expansion of in-house production. 

The fourth theme is to take measures to control soaring logistics costs such as ocean freight rates, and to 
further improve logistics efficiency. 

The fifth point is to drastically reduce fixed costs. Among them, we will further improve the efficiency of 
indirect operations this year. 

The sixth point is to build a flexible position to prepare for both ups and downs in the business environment. 
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The seventh point is that we are currently formulating Fusion 25, and how we make a start dash of its key 
themes that include heating, air quality, and solutions. 

These are the 7 points. 

Today, I would like to explain in detail about 3 of them: strategic selling price measures, to expand sales and 
increase market share, and variable cost reduction. 

 

 

Please see page 6 of the materials. 

First of all, I would like to talk about the strategic selling price policy. As I mentioned earlier, selling prices will 
play an important role in absorbing the significant cost increase of JPY65 billion. 

However, it is not enough to simply raise prices, but to quickly introduce differentiated products that will be 
recognized by the market and customers for their value, and to review the appropriate selling prices for those 
differentiated products. The question is how much we can offer solutions that satisfy our customers, such as 
solution proposals combining air conditioners with ventilation and air quality products, as well as air sensors, 
etc., and how we can set selling prices accordingly. We are doing this in each region of the country. 

What we need to think about in the strategic selling price measures is not simply how the sales price should 
be. We should also consider factors including strengthening product capability, sales and marketing capability, 
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proposal capability, and cost reduction. This is an important initiative that will also lead to the strengthening 
of our business structure, and I am personally leading this effort. 

As for the effect of the selling price increase, when we formulated the budget in March, we expected about 
JPY28 billion, but we thought that was still insufficient. Negative impact further expanded after that, including 
more rises in raw material prices and distribution costs. In response to this, we have been working on 
measures to further increase selling prices, and in the past month, by the end of April, we have been able to 
achieve a YoY increase of JPY44 billion. In addition, we are still considering further measures. 

Next, with regard to sales expansion and market share increase, we have further strengthened support for 
our sales network in each region in FY2020. 

We also worked on a new sales measures using online. In China, for example, we have built a new business 
model that utilizes customer centers, strengthened showrooms, and customer data management to capture 
demand as a new way of selling in the age of digitalization. We have also been working on the horizontal 
development of this model not only in China, but also in other parts of the world. 

Based on the sales and marketing capabilities that we strengthened in FY2020, we plan to further strengthen 
them in FY2021, and promote the introduction of differentiated products that meet new user needs, solution 
proposals, and the use of digital technology in sales. 

In particular, we have said that we aim to make air quality and ventilation products a major business, and 
overall sales of air quality and ventilation-related products, including air purifiers, total heat reclaim 
ventilators, air purification system and sensors, were JPY44 billion in FY2020, as compared to JPY27 billion in 
FY2019. In FY2021, we plan to further increase the amount by about 1 1/2 times to JPY64 billion. 

In FY2020, we took advantage of the increased global demand for air quality and ventilation-related products 
due to the heightened awareness of safety and security caused by the new coronavirus, and quickly began 
developing differentiated new products mainly for the residential, retail, and building and office markets. We 
increased sales by speeding up the launch of new products in each region. 

In FY2021, we plan to launch new air purifiers for residential and commercial use, expand sales of ventilation 
equipment such as total heat reclaim ventilators, and further strengthen our solution proposals in each region 
of the world. 

In terms of air purifiers, demand for which is growing rapidly, we plan to sell approximately 1.15 million units 
globally in FY2021, plus 52% from the previous year. In terms of production, we have already set up a supply 
system for more than 1 million units to cope with this demand, and we are now in the process of constructing 
a system to further increase production as the market is expected to expand further in Europe and Asia. 

In FY2020, we also worked to strengthen our global procurement, production, inventory, and logistics posture. 
Specifically, we built a system that enables us to instantly grasp information on procurement, production, 
logistics, and sales in the 5 global regions and take speedy action from the perspective of total optimization, 
such as avoiding lost sales opportunities and preventing excess inventory in response to changing conditions. 
We believe that we have been able to expand sales in response to the recovery in demand by quickly securing 
parts, taking production measures, and sending products to the front line of sales in conjunction with the 
sales plans of each region. 

In FY2021 as well, we believe that strengthening SCM, as I mentioned earlier, is one of the key points to 
increase our market share, and we plan to closely coordinate procurement, production, and sales at each of 
our bases to finely respond to demand fluctuations and market changes. 
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In particular, there is currently a problem of tightness of the semiconductor market. But we have already 
secured parts to support our sales budget for FY2021 by not only quickly procuring and securing parts, but 
also quickly implementing alternative development at each of our global development bases. 

In addition, sales of residential air conditioners have been performing very well in April, and we are now taking 
steps to procure parts to prepare for an upturn in sales. 

Thirdly, with regard to cost reduction, we will not only absorb the impact of soaring raw material market 
prices, but also proceed with the implementation of variable cost reduction on a global basis in order to 
improve our profit structure over the medium- to long-term. 

With regard to copper, the price of which has risen significantly, the Company plans to halve its global use of 
copper by 2024 by replacing it with aluminum, stainless steel, and other materials. In addition, we are planning 
to standardize core parts and expand in-house production. 

With regard to logistics and SCM, in FY2020, we have been implementing drastic measures to strengthen 
them, including the shift to intra-regional procurement of raw materials and parts, the search for suppliers to 
achieve this, the further strengthening of production closest to the market, and SCM to cope with changes 
such as disasters. We are planning to implement further cost control and efficiency improvement measures, 
as this will help absorb the rising logistics costs. 

In addition, we have been working to drastically reduce fixed costs by reviewing our business processes and 
improving the efficiency of indirect operations. By promoting such total cost reduction, we plan to further 
promote a lighter and stronger structure. 
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Please see page 7. Lastly, I would like to say a few words about the strategic management plan. 

I believe that this fiscal year will be a very important year for our company. We believe that it is important to 
create the results of our past efforts to strengthen our management structure and pave the way for the 
renewal of our highest profits, while at the same time implementing measures for further growth and 
development over the medium- and long-term. 

We will be announcing and explaining the details of our next strategic management plan, Fusion 25, in early 
June, but before that, let me tell you how the 5 years up to 2020, Fusion 20, has been a period of major 
changes in the structure of the economy, industry, and society. 

Awareness of the environment and social issues has been increasing enormously. In addition, the speed and 
scope of change has been extremely enormous, with innovations in digital technology,  changes in people’s 
awareness of safety and security that have spread in the wake of the coronavirus disaster, and the 
diversification of work styles. I believe that they have had a significant impact on our business activities. 

As a company that has always anticipated these major changes in the world and has grown by taking proactive 
measures, we see this as an opportunity to leverage our accumulated strengths to achieve further growth and 
development. 

In the next 5 years, the Company will expand its business while contributing to the environment and society. 
We are planning to formulate a growth strategy that aims to achieve both contribution and business 
expansion. 
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I will now finish my explanation. Next, Mr. Miyazumi will give an overview of the financial results. 

 

 

Miyazumi: Hello, I am Miyazumi. 

I would like to explain the outline of the financial results for FY2020 and the forecast for FY2021 in accordance 
with the materials. 

Please see page 3. 

Amid the continuing impact of the spread of infectious diseases, such as the lockdown in Europe and the 
extension of action restrictions in Asia, we were able to flexibly respond to changes in demand and achieve 
results that exceeded our plans. 

The actual exchange rates were JPY106 to the US dollar, JPY124 to the euro, and JPY15.7 to the Chinese yuan. 
The impact of foreign exchange rates on net sales and operating profit was negative JPY22.5 billion and JPY5 
billion, in comparison to the previous year. 
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Please see page 4. The following are the results by business segment. 

In the Air-Conditioning, demand exceeded expectations for residential use due to the expansion of pent-up 
demand caused by the coronavirus and the growing interest in ventilation and air purification, and sales 
expanded mainly in Japan, Europe, and China. On the other hand, commercial use products were greatly 
affected by the decline in capital investment due to the economic downturn. 

Chemicals was affected by a slowdown in demand in the automotive market and other sectors, but we worked 
to secure sales by capturing demand for tablets due to the spread of telework and demand for repellent 
agents for medical protective clothing. 

In Others, the Oil Hydraulics business experienced a drop in demand for industrial machinery. 

As for the impact of foreign exchange rates, the Air-Conditioning segment reported decrease in net sales of 
JPY22.0 billion and decrease in operating profit of JPY4.5 billion, while the Chemical segment reported 
decrease in net sales of JPY0.5 billion and decrease in operating profit of JPY0.5 billion. 

The status of each segment and the status of the Air-Conditioning business by region will be explained later. 
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Page 5 shows the changes in major items in the consolidated profit and loss statement. 

While sales decreased due to the impact of the coronavirus, the gross profit margin remained at the same 
level as the previous year due to the promotion of cost reduction mainly in procurement. 
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Page 6 shows the main items on the consolidated balance sheet and the details of interest-bearing debt. 

In order to prepare for the demand for funds in response to the spread of infectious diseases, we are securing 
cash reserves through new loans and other means. 
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Please see page 7. This is an analysis of YoY changes in operating profit for FY2020. 

Although we were severely negatively impacted by the spread of the coronavirus, we worked to secure 
maximum profits by expanding sales, implementing thorough sales price measures, cost reductions, and 
controlling fixed costs. 

The breakdown by segment is as described. 
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Please see page 8. 

The plan for FY2021 is as explained earlier by Mr. Togawa. 

We assume exchange rates of JPY105 to the US dollar, JPY125 to the euro, and JPY16 to the Chinese yuan, and 
the impact of the exchange rates on the business plan is expected to be negative JPY2 billion in net sales and 
negative JPY5 billion in operating profit, in comparison to the previous year. 
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Please see page 9. 

The performance plan by business segment is as described. 

All of the foreign exchange effects in the business plan that I just explained are expected in the Air-
Conditioning segment. 
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Please see page 10. This is an analysis of the YoY increase-decrease in operating profit for FY2021. 

In contrast to the negative impact of JPY5 billion from foreign exchange, JPY65 billion from raw materials, and 
JPY53 billion from increased fixed costs, we are projecting a positive impact of JPY76.4 billion from sales 
expansion, JPY44 billion from selling prices, and JPY34 billion from cost reductions. The business plan for 
FY2021 is based on the impact of the new coronavirus. 

The breakdown by segment is as described. 
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Please see page 11. Sales by region in the AC business. 

Excluding the impact of foreign currency translation, actual sales for FY2020 in Europe were 101%, in China 
107%, in the Americas 98%, and in Asia 88% of the previous year’s level. 

The annual plan for FY2021 is as described. 

Excluding the impact of foreign exchange rates, actual sales are planned to be 110% in Europe, 103% in China, 
115% in the Americas, and 120% in Asia of the previous year’s level. 

As for the operating profit ratio for each region, the results for FY2020 were as follows: Japan 9%, Europe 10%, 
China 25%, the Americas 4%, Asia 11%, Oceania 4%, and the Middle East 3%. In FY2021, we plan to improve 
profit margins by 1 to 2 percentage points in the Americas and Asia. 
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Please see page 12. Sales by region in the Chemicals business. 

In FY2020, demand was sluggish due to the coronavirus, and in many regions, demand was lower than the 
previous year. In China, where economic activity resumed at an early stage, we captured the recovery in 
demand for infrastructure investment and for automobiles, and achieved a significant increase over the 
previous year. 

Excluding the impact of foreign exchange rates, the real YoY change in sales was 83% in the Americas, 120% 
in China, and 86% in Europe. 

The annual plan for FY2021 is as described. 

Excluding the impact of foreign exchange rates, we are forecasting YoY change in sales of 118% in the Americas, 
104% in China, and 115% in Europe. 
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Please see page 13. We will now explain the status of the AC business by region. 

First, Japan. 

In the Residential sector, industry demand exceeded that of the previous year due to the effects of pent-up 
demand and special cash payment, as well as a summer weather tailwind. The Company strengthened its sales 
activities to promote the ventilation function of Urusara X and expanded its market share by capturing the 
growing interest in energy conservation and air quality due to the longer time spent in rooms. 

In the Commercial-use sector, industry demand fell below the previous year’s level due to stagnant economic 
activities and a reversal reaction to the special demand for school air-conditioning systems. The Company 
increased its market share by strengthening proposal-based sales activities that combine air conditioners and 
ventilation products. Sales of air purifiers also increased substantially as we quickly established a system to 
increase production and captured strong demand. 

In FY2021, we will expand our lineup of high value-added products equipped with ventilation and air 
purification functions, and aim to increase sales and market share for both residential and commercial use by 
strengthening proposal-based sales. 
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Please see page 14. 

In the Air-Conditioning business in the Americas, the economy was supported by government economic 
measures and strong personal consumption, and demand in the housing market remained strong. Although 
the Company made efforts in sales activities using online tools, sales fell below the previous year’s level due 
to the impact of the temporary closure of the Goodman factory in April to prevent the spread of infectious 
diseases. 

In Ducted Unitary for Houses, we worked to stabilize production at the Goodman Plant to normalize supply, 
and sales from Q3 turned positive YoY. 

In Ductless, RA/SKY expanded sales by capturing the needs for improved living space and increased demand 
due to good weather in summer. Goodman’s overall sales in local currency terms were 98% of the previous 
year’s level. 

Applied increased its market share by capturing ventilation needs with its air handling units. 

In FY2021, we will promote initiatives to strengthen our production capabilities, such as stabilizing our 
manufacturing workforce and automating our production lines. In Ducted Unitary for Houses, we will work to 
regain market share by introducing new products specialized for renewal. We also aim to increase the market 
penetration of the R32 by launching RA products equipped with the R32 ahead of our competitors. 
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Please see page 15. 

In Air-Conditioning business in China, sales exceeded the previous year’s level for the full year by 
strengthening sales activities, combining offline and online activities, and capturing the market recovery from 
June. 

Sales of Residential multi-split air conditioners, in particular, grew significantly, recording 117% of the previous 
year, thanks to the success of online events to find new customers and sales activities using live broadcasts. 

In the Commercial market, we promoted collaboration with major developers for large-scale properties for 
which demand is recovering. In addition, for retail properties, we worked on sales activities emphasizing 
ventilation, cleaning, and sterilization. 

In the Applied market, we are shifting our resources to growth areas such as infrastructure-related and data 
center applications. 

In FY2021, we will continue to focus on expanding sales of residential multi-split air-conditioning systems, and 
provide optimal solutions for each market and customer by expanding our lineup of products and services to 
meet the growing interest in air quality and energy management. 
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Please see page 16. 

In Europe, economic activity stagnated due to the implementation of lockdowns in many countries, but sales 
increased YoY due to a large increase in sales of heat pump type hot water heating systems, as well as 
capturing pent-up demand in residential applications. On the other hand, the Middle East was affected by a 
decline in investment due to the drop in crude oil prices and the depreciation of currencies. 

Sales of products for Residential use increased as a result of the recovery in demand due to the stable supply 
of products through localized production. 

In Commercial use sector, although we made efforts to sell ventilation products such as heat reclaim 
ventilators, we were affected by the decline in demand from hotels, stores, and offices. 

In the Heating business, sales of heat pump type heaters increased, driven by rising environmental awareness 
and incentives to promote substitution from combustion heating. 

In FY2021, we will continue to increase sales in the residential use sector, where demand is strong, and 
strengthen sales of differentiated products that are environmentally conscious. 
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Please see page 17. 

In Asia, despite the impact of the decline in demand and restrictions on activities due to the spread of the 
coronavirus, the Company focused on sales activities using online tools, and sales recovered significantly from 
H2 of the fiscal year. However, the impact of the sales decline in H1 was significant, and sales fell below the 
previous year’s level. On the other hand, sales in Oceania expanded in response to firm demand. 

In the Residential sector, sales in Australia and Malaysia increased from the previous year as we expanded 
sales through our own distributor channels, while home electronics mass retailers closed in many countries. 
In India, sales from Q3 onward were significantly higher than the previous year due to the implementation of 
online training and other initiatives to strengthen relationships with dealers. 

In the Commercial sector, sales declined due to a slowdown in capital investment caused by the economic 
downturn, and the impact of delayed construction starts and extended construction periods due to a shortage 
of workers at construction sites. 

Although the impact of the spread of infectious diseases is expected to remain in Asia in FY2021, we aim to 
expand sales of high value-added products by identifying markets where demand is expected to recover, such 
as the residential use market and public facilities for commercial use. 
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Please see page 18. 

The Chemical business strengthened sales activities for semiconductors, for which the market is recovering, 
and for surface antifouling coating agents and water and oil repellents, for which demand is strong, but sales 
fell below the previous year’s level due to the significant impact of the decline in demand caused by the 
coronavirus. 

Sales of Fluorocarbon Gas declined globally due to a decrease in demand. 

Sales of Polymers decreased due to a decline in demand for semiconductor- and automobile-related products 
in H1 of the fiscal year, as well as a drop in demand for construction- and aircraft-related products in the US, 
despite increased sales of infrastructure-related products in China. 

Sales of Fluoroelastomers expanded in the automotive market for China, but were greatly affected by the 
decline in demand in other regions. 

In Fine Chemicals, sales of surface antifouling agents for tablets and etching gas expanded in China and Japan, 
and sales of water and oil repellents for medical-related applications and paper applications grew. 

In FY2021, we will expand sales to the semiconductor and automotive markets and implement upfront 
investment in preparation for increased demand. 
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Please see page 19. 

In the Filter business, we are accelerating the improvement of our business structure, and are working to build 
a stable supply system, reduce total costs, and strengthen our sales structure. 

In the Air Filter business, sales of high-performance filters and negative pressure machines increased in the 
US, Japan, and Asia in response to growing needs for countermeasures against infectious diseases. 

In FY2021, we will promote product development in pursuit of improved air quality and aim to expand sales 
to the hospital, pharmaceutical, and office markets, where demand remains strong. 
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Please see page 20. 

Sales in the Oil Hydraulics business decreased due to a decline in demand for both industrial machinery and 
construction machinery applications as a result of a slowdown in capital investment. 

In the Defense Systems business, in the field of civilian demand, sales of pulse oximeters, which can measure 
the oxygen saturation level in blood without drawing blood, and oxygen concentrators increased, but sales to 
the Japanese Ministry of Defense decreased, resulting in a decline in revenue. 

Sales in the Electronic business decreased due to a decline in sales of database systems for design and 
development due to a slowdown in investment in the manufacturing industry. 

In FY2021, we will strive to capture the recovery in demand in each business and expand sales in robust 
markets. 
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Please see page 21. 

We plan to pay an annual dividend of JPY160 per share for the current fiscal year, as currently announced. For 
the next fiscal year, we plan to pay an annual dividend of JPY180, consisting of an interim dividend of JPY90 
and a term-end dividend of JPY90. 

There is no change in our dividend policy. We will continue to make efforts to further enhance shareholder 
returns based on the principle of stable and continuous dividend payments. 
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Please see page 22. 

The actual exchange rates for FY2020 and the assumed exchange rates for FY2021 are shown in the table 
below. 

Regarding sensitivity of foreign exchange, we estimate that a change of JPY1 against the US dollar will have 
an impact of JPY1.7 billion on operating profit, and a change of JPY1 against the euro will have an impact of 
JPY600 million. 
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Please see page 23. 

Actual results of capital expenditures, depreciation and amortization, and research and development 
expenses are shown in the table below. 

In FY2021, we plan to invest JPY150 billion in capital expenditures, JPY115 billion in depreciation and 
amortization, and JPY80 billion in R&D. 

To further expand our business, in the Air-Conditioning business, we will invest in capacity expansion of our 
plants in Vietnam and India, compliance with CARB regulations in the US, and expansion of plant in Applied 
sector, etc. In the Chemical business, we would like to proactively invest in capacity expansion in China and 
the US to meet the increasing demand for semiconductors and batteries. However, due to the uncertain 
outlook caused by the coronavirus, we will make more careful decisions on the order of priority, timing of 
implementation, and amount of investment. 

This concludes my explanation. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
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2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. This document has been translated by SCRIPTS Asia.  
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY’S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2020 SCRIPTS Asia Inc. ("SCRIPTS Asia"), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


