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Presentation 

 

Sakamoto: We would now like to begin the financial results briefing of Daikin Industries,Ltd. for the fiscal year 
ended March 31, 2022. Thank you for participating in today's briefing session. 

The explanatory material is available on our website under Investor Relations, as announced in the email 
distributed today. If you need one, please download it from the website. 

I would now like to introduce today's speakers. Masanori Togawa, President and CEO. 

Togawa: I am Togawa. Thank you. 

Sakamoto: Yoshihiro Mineno, Member of the Board and Senior Executive Officer, Responsible for the Global 
Operation Division. 

Mineno: I am Mineno. Thank you. 

Sakamoto: Yoshiyuki Hiraga, Executive Officer, Responsible for the Chemical Division. 

Hiraga: Hiraga. Thank you. 

Sakamoto: Katsunori Ishii, Deputy General Manager of the Air Conditioning Sales Division. 

Ishii: I am Ishii. Thank you. 

Sakamoto: Kota Miyazumi, Executive Officer, Responsible for Corporate Communication. 

Miyazumi: I am Miyazumi. Thank you. 

Sakamoto: These are the five speakers of today. I, Sakamoto of Investor Relations Management Group, 
Corporate Communication Office, will moderate today's session. Thank you. 

Today, we would like to begin with a brief talk by Mr. Togawa, President, and then Mr. Miyazumi, Executive 
Officer, will give a brief overview of the financial results. We will explain about 35 minutes in total, followed 
by a Q&A session. The end time is scheduled to be 12:00. 

Now, Mr. Togawa, please. 

Togawa: Good morning, everyone. Thank you for participating in today's briefing session. 

In FY2021, we started the year with a policy of steering management with the flexibility to respond quickly to 
both upswings and downswings in the business environment, given that it is difficult to predict how the 
situation will change as the spread of the new coronavirus infection continues with no end in sight. 

Although vaccination has progressed and some countries have turned to economic activities, the re-spread of 
the disease has led to severe restrictions on activities in many areas. In addition, the global shortage of 
semiconductors, a shortage of electronic components, and the continued rise in raw material prices and 
logistics costs had a significant impact on business activities. 

Against this backdrop, the Company has established seven priority themes, including strategic sales price 
measures, sales expansion and market share increase, variable cost reduction, and fixed cost reduction; and 
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has been implementing them with a sense of speed and thoroughness since April by incorporating them into 
specific measures.  

Furthermore, we have promptly implemented second and third measures in response to subsequent changes 
in the situation. For example, in our strategic sales price measures, we did not simply raise prices, but raised 
prices by bringing forward the development period and timing the launch of new differentiated products. 
Providing thorough support to dealers, including service and construction work, as well as  gaining the trust 
of dealers by never cutting off product supply. 

As a result, the Company has made three upward revisions to its financial results to date and has further 
exceeded its published figures, with net sales exceeding JPY3 trillion for the first time and operating profit 
reaching a record high. 

As for the financial results for FY2021, Mr. Miyazumi will explain in detail later. In the second half of the fiscal 
year and beyond, the market for raw materials soared, logistics disruptions continued, and the situation in 
Ukraine became increasingly tense, making the future outlook uncertain. We have responded to these 
changes in circumstances by quickly making second and third moves while maintaining flexible management. 

In particular, the negative impact of soaring raw material prices and disruptions in logistics greatly exceeded 
our expectations, and the impact on operating profit for the year grew to JPY135.0 billion, but we were able 
to counteract this by maximizing strategic sales price measures and cost reductions. 

In response to concerns about shortages of semiconductors and electronic components, we have also been 
closely coordinating sales, production, procurement, supply, and logistics on a global horizontal basis to 
ensure an uninterrupted supply of products. 

In addition, in the air conditioning business, we achieved sales expansion and increased market share in each 
region by launching new products for residential use in rapid succession, strengthening proposal-based 
marketing of air and ventilation systems for commercial use, and accelerating the development of sales 
channels utilizing digital technology. 

We believe that we not only maximized the results of the seven priority themes we initially set forth and 
absorbed the negative impact, but also made further progress in strengthening our management structure 
for future growth and development. 

I would like now to provide the full-year earnings forecast for FY2022. 

The annual plan for FY2022 is set at JPY3,380 billion in net sales and JPY340 billion in operating profit. The 
business environment in this fiscal year is more uncertain than in the previous year due to the prolonged 
Ukraine problem, the resulting stagnation of the European economy, the global economic slowdown caused 
by high resource prices, logistics and supply chain risks, as well as the impact of China's zero-tolerance COVID-
19 policy. 

In addition, we expect to continue to face severe cost increases, the likes of which we have never experienced 
in the past, as resource prices soar, and logistics and labor costs soar even higher than last year. 

On the other hand, the rising cost of energy will further increase the need for energy conservation, which will 
lead to demand for heat pump heaters, inverters, and other equipment, and we believe this will be an 
opportunity for our company, which specializes in proposing environmental technologies and service 
solutions. 
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The plan for the current fiscal year was formulated by looking at all the negative and positive aspects of the 
business environment I have just described, and by envisioning multiple scenarios, we are prepared to 
respond to both an upswing and downswing in demand. 

We incorporated measures to bounce back from negative impacts and measures to further increase positive 
impacts as opportunities. We will continue to respond speedily to possible future changes in the situation and 
take the second and third steps to further improve our record performance. 

This year, in addition to the seven priority themes of last year, we have added the creation of results and 
profitability from acquired companies and large capital investments as new themes, making them our 8 
priority themes. In addition, we will further strengthen our efforts to achieve results by setting up challenge 
themes and innovation themes to take advantage of changes in the world as opportunities and to take the 
next leap forward. 

Specifically, for example, with regard to sales expansion and market share increase, since last year, 
manufacturing, sales, and SCM have been working together to secure supply and expand sales. In addition to 
strengthening the commercial Air Conditioning business, which has been slow to recover, we will continue to 
propose market- and application-specific solutions that systemize air and ventilation products, offer proposals 
to customers using digital technology, and strengthen our efforts in energy conservation, construction saving, 
and the use of renewable energy with a focus on carbon neutrality, in order to expand our sales and market 
share, while raising selling prices. 

In terms of variable cost reduction, we have been promoting material replacement, standardization of key 
parts, and in-house production. We will continue to work on expanding the effects of these efforts, and in 
addition, we plan to maximize the effects by promoting material reforms that include securing raw materials, 
and communalization and standardization by utilizing modules. 

In addition, under the leadership of the headquarters, all production bases and related divisions were closely 
linked to each other to link production and sales in the midst of the ongoing shortage of semiconductors and 
electronic components in the last fiscal year. 

We are on track to secure parts for FY2022, but for parts that are in high demand, we will implement 
alternative procurement and development, and in addition to maintaining a safe inventory in case of an 
upswing in sales, we will take advantage of production both overseas and in Japan to build a robust production 
and supply capacity. 

The challenge theme and innovation theme are carbon neutrality and the acceleration of digitalization, and 
we will use the changes in the world as the greatest opportunity to leap forward in FUSION25. 

As an example, in Europe, we will make new investments to expand production capacity, in addition to 
strengthening our sales and service systems and introducing differentiated products, in order to meet the 
challenge of large sales expansion of heat pump heating systems. 

In North America, we plan to accelerate the expansion of our environmental premium business, starting with 
the sales expansion of our strategic product FIT, taking advantage of the opportunity to strengthen our 
environmental and energy-saving response. 

In Asia and Oceania, we plan to operate a solution hub, acquire system integrators and service companies in 
each country, and engage in smart city projects and district heating and cooling projects, which are expanding 
in Asia. 
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Currently, the situation has changed significantly, as lockdowns have been implemented in Shanghai and other 
cities in China since April. Our business in China has also been greatly affected by the current situation. We 
have already taken all steps we can take to recover production by securing production personnel, securing 
product shipments by responding to logistics, and supplying and procuring parts with the support of suppliers, 
while closely monitoring developments by government authorities and assessing the impact. 

In addition, we have already taken measures to prepare for the vertical launch of sales in China with a view 
to after the lockdown is lifted. 

Furthermore, we are currently working out specific measures in anticipation of a prolonged lockdown after 
this May. We plan to take proactive measures such as parts procurement, further duplication of logistics, 
parallel and alternative production, and sales expansion to other regions and businesses. 

Finally, I would like to talk a little about our management posture for the current fiscal year. 

We have always anticipated changes and challenged ourselves to take steps half a step or one step ahead of 
the world, achieving results and cultivating our unique strengths. We see the current situation, in which the 
business environment continues to change dramatically, as an excellent opportunity to take advantage of our 
strength in anticipating change, responding quickly, and putting it into action. 

We believe that it is in times of rapid change that we can leverage our strengths and widen the gap between 
us and our rivals. One of our unique strengths is our commitment to the local community based on local 
production for local consumption. The second is the thorough practice of glocalization utilizing centripetal 
and centrifugal forces. The third is our ability to make business decisions and to execute it in a contingency. 

We have promoted globalization ahead of our competitors and established a highly profitable structure, 
especially in our overseas business, by building supply chains in eight regions around the world based on the 
principles of local production for local consumption and direct sales. 

In addition, as we have developed our business globally, we have placed importance on the idea of centripetal 
and centrifugal forces. While delegating authority to local management teams and promoting thorough 
localization, the Japanese headquarters has taken the lead in management from the perspective of overall 
global optimization. 

Furthermore, I believe that our company's strengths lie in our human resources and organizational 
management, such as the corporate culture we have cultivated globally, the sense of belonging, teamwork, 
and tacit knowledge that runs through our company.  

We have been operating an organization with a sense of unity by emphasizing flatness and speed and 
shortening the distance between top management and the front lines of the field. Information on changes in 
the business environment surrounding the Company will come up immediately from the field, and top 
management will make speedy decisions. In addition, by sharing top management's recognition of issues and 
sense of crisis in a timely manner throughout the organization, we have fostered the ability to implement 
strategies in the field and to respond autonomously to changes. 

I believe that our unique diversity management, which I have just mentioned, has been practiced by saying 
and doing, and has fostered a sense of trust and unity, and this has borne fruit as a strength in this era of rapid 
change. We believe that this is the driving force behind the growth and development of the Company, 
overcoming all kinds of headwinds, such as the COVID-19 pandemic and the emergence of geopolitical risks. 

The business environment is becoming increasingly uncertain, but I believe that it is in times like these that 
our company's strengths can be put to use. In the current fiscal year, we will continue to develop measures 
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to maximize our strengths and strive to further expand our business performance as well as achieve the 
required results of our management plan. 

That concludes my explanation, and I, together with the executive officers who are present today, will answer 
your questions later. Thank you. 

Sakamoto: Next, Mr. Miyazumi will make a presentation. 

Miyazumi: I am Miyazumi. I would like to explain the outline of the financial results for FY2021 and the 
forecast for FY2022 in accordance with the material. 

 

Please refer to page three. Here are the financial results for the fiscal year ended March 2022. 

While the business environment remained challenging in the second half and beyond due to soaring raw 
material prices, logistics disruptions, and heightened geopolitical risks, the Company has achieved record-high 
results through the implementation of strategic sales price measures, sales expansion and market share 
increase, and cost reductions, all of which were key themes for FY2021. The results exceeded the plan. 

The actual exchange rates were JPY112 to the dollar, JPY131 to the euro, and JPY17.5 to the Chinese yuan. 
The YoY exchange rate impact was a positive JPY123.5 billion on net sales and a positive JPY22 billion on 
operating profit. 
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Please refer to page four. The page shows the results by business segment. 

In the air conditioning business, we expanded market share in each region by launching new IAQ and 
ventilation-related products and strengthening our sales and marketing capabilities, and we also captured 
strong demand for heat pump heating in Europe. 

In the chemicals business, sales and profit increased, as the recovery in demand in the semiconductor and 
automobile markets led to a large sales expansion and the effect of higher raw material prices was 
compensated for by the selling price effect. 

In the others segment, sales of hydraulic equipment for industrial machinery and construction vehicles and 
home medical equipment increased. 

In the air conditioning business, the foreign exchange rates had a positive impact of JPY113.2 billion on net 
sales and of JPY20 billion on operating profit, while in the chemicals business, they had a positive impact of 
JPY10.3 billion on net sales and of JPY2.0 billion on operating profit. 

The status of each segment and the status of the air conditioning business by region will be explained later. 
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Page five shows the changes in major items in the consolidated profit and loss statement. 

The cost of sales ratio remained at the same level as the previous fiscal year, as cost reductions and selling 
price measures offset the impact of surging raw material market prices. 

In addition, Zanotti S.p.A., a subsidiary manufacturing and selling commercial freezing and refrigeration 
equipment, recorded an impairment loss on intangible assets due to the fact that the results of Zanotti S.p.A. 
fell short of the business plan initially envisioned at the time of the acquisition. 
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Page six shows the main items on the consolidated balance sheet and the details of interest-bearing liabilities. 

The longer inventory holding days are due to our management stance of securing strategic inventory in 
preparation for future sales expansion and allowances for semiconductors and electronic components. 
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Page seven shows an analysis of YoY changes in operating profit for FY2021. The breakdown by segment is as 
described. 

Although the impact of the sharp rise in raw material market prices and logistics costs was extremely large, 
we strived to absorb the negative impact by implementing sales price measures and cost reductions. 

The breakdown of the impact on the air conditioning business due to soaring raw material market prices and 
distribution costs is as follows: JPY38 billion from copper, JPY9 billion from aluminum, JPY25 billion from steel, 
JPY18 billion from resins, etc., and JPY30 billion from distribution costs. 
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Please refer to page eight. The plan for FY2022 is as explained earlier by Mr. Togawa. 

Exchange rates are assumed to be JPY116 to the dollar, JPY126 to the euro, and JPY18.3 to the Chinese yuan. 
The foreign exchange impact versus the previous year is expected to be a positive JPY20 billion for net sales 
and JPY0 for operating profit. 
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Page nine is a list of priority themes to be addressed in FY2022. 
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Please refer to page 10. The performance plan by business segment is as stated. 

As for the amount of foreign exchange impact, we estimate that the impact on net sales will be a positive 
JPY17 billion and on operating profit will be JPY0 in the air conditioning business, while in the chemicals 
business it will be a positive JPY3 billion on net sales and JPY0 on operating profit. 
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Please refer to page 11. This is an analysis of the YoY increase/decrease in operating profit for FY2022. 

Although the impact of the sharp rise in raw material market prices and logistics costs is expected to be 
significant, we will continue to promote strategic sales price measures. The breakdown of the impact on the 
air conditioning business due to soaring raw material market prices and distribution costs is as follows: JPY20 
billion from copper, JPY13 billion from aluminum, JPY30 billion from steel, JPY38 billion from resins and others, 
and JPY30 billion from distribution costs. 

Regarding fixed costs, the Company intends to aggressively pursue upfront investments that will lead to future 
growth and development, such as product development, human resource training, and digitalization. 
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Please refer to page 12.  

Sales by region in the air conditioning business were significantly higher than the previous year in all regions. 

Excluding the impact of foreign currency translation, actual sales in Europe were 125%, in China 116%, in the 
Americas 124%, and in Asia 113% of the previous year's level. 

The annual plan for FY2022 is as described. Excluding the impact of foreign exchange rates, actual sales are 
planned to be 110% in Europe, 102% in China, 109% in the Americas, and 105% in Asia of the previous year’s 
level. 

As for the operating profit ratio for each region, the results for FY2021 were as follows: Japan 9%, Europe 10%, 
China 25%, the Americas 5%, Asia 11%, Oceania 4%, and the Middle East 3%. 

In FY2022, we plan to improve the profit margin by about 1% in the Americas. 
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Page 13. Sales by region in the chemicals business. 

Sales by region in the chemicals business also increased significantly over the previous year in all regions. 
Excluding the impact of foreign exchange rates, actual sales were 109% in the Americas, 113% in China, and 
114% in Europe of the previous year’s level. 

The annual plan for FY2022 is as described. Excluding the impact of foreign exchange rates, we are forecasting 
sales to be 127% in the Americas, 114% in China, and 104% in Europe compared to the previous year. 
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Please refer to page 14. I will now explain the status of the air conditioning business by region. 

In Japan, industry demand for residential use was lower than the previous year due to a lull in stay-home 
demand and unfavorable summer weather. The Company strengthened its sales activities calling attention to 
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. 

For commercial use, industry demand exceeded the previous year's level due to the gradual resumption of 
economic activity. The Company expanded sales and significantly increased its market share by strengthening 
proposal-based marketing combining air conditioning and ventilation products. 

From the second quarter, sales of air purifiers were affected by the rebound from the previous year's increase 
in demand due to the special cash payment for COVID-19. 

In FY2022, 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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See page 15.  

In the Americas air conditioning business, sales were significantly higher than the previous year due to 
expanded sales in the residential market, where demand was strong, as well as the inclusion of selling price 
effects and the consolidation effect of sales companies. 

In Ducted Unitary for Houses, we accelerated efforts to strengthen the supply capacity of factories by 
increasing the number of manufacturing personnel and focused on sales of products equipped with inverters. 

In Ductless, sales of for residential use were strong, reflecting the need for improved living space, and sales 
for commercial use also grew for project properties. 

Sales of Daikin North America, formerly Goodman, were 130% of the previous year's level on a local currency 
basis. 

In applied, sales expanded in chiller and after-sales service businesses, capturing the recovery in demand. 

In FY2022, we will introduce new products in the ducted unitary for houses business to meet the increased 
energy conservation regulations and expand sales of inverter machines. 

We also aim to expand our solutions business by increasing our service personnel and expanding our service 
network. 
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Please refer to page 16. 

In the China air conditioning business, against a backdrop of strong personal consumption, the Company 
promoted sales activities combining online sales with sales at its PROSHOP specialty stores, resulting in a 
significant increase in sales over the previous year. 

In the residential air conditioning market, sales of residential multi-split air conditioners grew significantly, up 
16% from the previous year, thanks to the use of online tools to search for new customers and promote sales 
activities, as well as to strengthened system proposals combining heat pump heating and other products. 

In the current situation, we are taking prompt steps to respond to the impact of the Shanghai lockdown, 
including flexible production and shipments, and support for suppliers.  

Looking ahead to after the lockdown is lifted, we will provide optimal solutions for each market and customer 
by accelerating user-direct proposal-based marketing and expanding our lineup of products and services to 
meet the growing interest in air quality and energy management. 
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Please refer to page 17.  

In Europe, sales of residential air conditioning and heat pump heating systems increased amid restrictions on 
economic activity due to the re-expansion of coronavirus infection since November. 

In the Middle East, we also worked to strengthen our sales capabilities in each country, and overall sales in 
the region were much higher than in the previous year. 

In the heating business, sales grew significantly in various countries by taking advantage of our lineup of heat 
pump heaters. 

In FY2022, we will seize the growing interest in energy efficiency due to rising energy costs to increase sales 
in both residential and commercial sectors and aim to further expand sales and increase market share of heat 
pump heating systems. 
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Please refer to page 18.  

While the region was severely affected by the decline in demand due to the spread of the coronavirus 
infection, overall sales in the region exceeded the previous year's level, thanks to the expansion of the sales 
network and focused sales activities utilizing online tools. 

Sales for residential use increased in India, Indonesia, and Australia, where demand is relatively strong, and 
also in Malaysia, where action restrictions have been eased since the third quarter. 

Sales of commercial-use products increased for public facilities, where demand was relatively firm, amid a 
slowdown in capital investment due to the economic downturn and continuing delays in construction starts 
and extended construction periods due to a shortage of workers at construction sites. 

In FY2022, we will strengthen our production system in Asia, where demand is expected to recover, and aim 
to expand sales in markets where growth is expected, such as hospitals and schools, as well as to increase the 
spread of inverter machines for residential use. 
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Please see page 19. 

The chemicals business strengthened sales mainly in the semiconductor and automobile markets, where 
demand was strong, and sales were significantly higher than in the previous year. 

For fluorocarbon gas, applications expanded to medical fields in Europe. 

Sales of resins expanded as demand recovered in the semiconductor market and for LAN cables. 

Sales of rubber also increased for the automotive market, and sales in each region exceeded the previous 
year's level. 

In fine chemicals, sales of surface anti-fouling coating agents declined due to a lull in demand for tablets and 
smartphones, but sales of etching gas and water and oil repellants increased. 

In FY2022, we will continue to expand sales to the semiconductor, automotive, and information and 
telecommunications markets, where strong demand is expected, and promote the introduction of non-
fluorine environmentally friendly products and the development of applications to meet the growing demand 
for EVs and 5G. 
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Please refer to page 20. 

In the filter business, sales increased over the previous year as we improved our business structure by building 
a stable supply system, reducing total costs, and strengthening our sales structure, and also increased sales 
of anti-infection products such as high-performance filters and negative pressure machines in each region in 
response to growing ventilation needs. 

In FY2022, we will expand sales to the semiconductor, pharmaceutical, and food markets, where demand 
remains strong, while striving to improve profitability through productivity improvements and cost reductions. 
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Please refer to page 21.  

In the oil hydraulics business, demand for hydraulic equipment for both industrial and construction machinery 
applications recovered, and sales increased. 

With the recently announced acquisition of Duplomatic MS S.p.A. of Italy, we will build a business foundation 
in the European market to contribute to the environment and expand our business in the industrial machinery 
field. 

In the defense systems business, sales of pulse oximeters and oxygen concentrators increased in the area of 
private-sector demand. 
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Please refer to page 22.  

The year-end dividend is proposed to be JPY110 per share, an increase of JPY20 from the previous 
announcement. Together with the interim dividend already paid, we plan to pay an annual dividend of JPY200 
per share. 

For the next fiscal year, we plan to pay an annual dividend of JPY200, consisting of an interim dividend of 
JPY100 and a term-end dividend of JPY100. 

Although the Company has decided to leave the dividend unchanged due to the unprecedented uncertainty 
of the business environment ahead, it intends to reward shareholders by striving to ensure performance in 
line with the annual plan and increasing the dividend to the maximum extent possible in line with the 
Company's dividend policy. 
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Please refer to page 23. The actual exchange rates for FY2021 and the assumed exchange rates for FY2022 
are shown. 

Regarding sensitivity of foreign exchange, we estimate that a change of JPY1 against the dollar will have an 
impact of JPY1.8 billion on operating profit, and a change of JPY1 against the euro will have an impact of 
JPY800 million. 
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Please refer to page 24. Actual results of CapEx, depreciation and amortization, and research and 
development expenses are shown. 

In FY2022, we plan to invest JPY210 billion in CapEx, JPY125 billion in depreciation and amortization, and JPY85 
billion in R&D. 

In the air conditioning business, investments will be made to increase production capacity and strengthen 
product development for heat pump heating in Europe, to expand the Applied Plant in Europe, and to increase 
capacity at plants in China and India. 

In the chemicals business, we intend to aggressively invest in capacity expansion in China and the US to meet 
growing demand for semiconductors and batteries. 

This concludes my explanation. 
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Question & Answer 

 

Sakamoto [M]: We will now have a question-and-answer session. 

Now, first of all, Mr. Isayama from Goldman Sachs Japan, please ask a question. 

Isayama [Q]: I am Isayama from Goldman Sachs Japan. Thank you very much. Let me ask you about the selling 
price and the US, respectively. 

The first point is about selling prices, which I believe is at the root of the profit increase plan for this fiscal year. 
Please tell us the difference by region, if any. Also, in terms of the overall sales price, I believe that you missed 
about JPY50 billion against raw material prices and logistics costs in the fiscal year under review. You say that 
you will fully offset the impact this year, but will you compensate for the JPY50 billion, for example, by the 
selling price, or is it covered by cost reductions? 

And, although it may be too early to say at this point, if raw materials prices were to fall, should we expect 
selling prices to fall as well, since they have risen in line with raw materials prices, or should we expect selling 
prices to remain the same, since they are basically raised due to product launches and improvements in 
product performance? I would appreciate it if you could provide some additional information on the concept 
of selling price, which is at the root of profit increase. 

Togawa [A]: First of all, regarding selling prices, naturally, I believe there should be a difference by region. We 
determine our selling prices not simply by region, but also by sales channel and by product, with careful 
attention paid to customer needs and competitor trends. We are trying to do business with such detailed 
sales price policies. In some regions it is easy to increase selling prices, while in other regions it isn’t, for various 
reasons. 

You said that we missed JPY50 billion. You talking about the fiscal year ended March 31, 2022, aren't you? 

Isayama [Q]: Yes. Do you have a selling price measure that will eventually cover this JPY50 billion, or should 
we assume that it’ll never do anything and that there will not be another price increase that will offset the 
JPY50 billion? 

Togawa [A]: In the current fiscal year, raw materials prices have risen even more than last year due to the 
situation in Ukraine. 

Based on the assumption that there are factors that further drive up raw materials prices, we are planning to 
implement a sales price measure of JPY150 billion for the current fiscal year. In the current fiscal year, the 
Company will need to further raise sales prices than in the previous fiscal year to ensure profitability. We are 
creating a selling price policy based on this concept. 

You asked what we would do if the price of raw materials were to drop. We believe it depends on the 
relationship between demand and supply. As a business, the first step is to create products and services that 
customers will accept and value more than those of our competitors, and to sell them at a reasonable price. 
So, naturally, if the price of raw materials falls significantly, we will factor that in to some extent, and if the 
product has high added value, we will set a price that is matched to the value. 

Isayama [Q]: Thank you very much. My second question is regarding the US. In the slide that Mr. Miyazumi 
showed in his explanation, I think the outlook for ducted unitary for houses is very aggressive. I mean page 
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15. You are assuming that the sales volume will be 114% this year, a nearly 20% growth, compared to the 95% 
demand. 

If I am not mistaken, last year in the first half of the year, there were some acquisitions of distributors such as 
Abco and Stevens, I think it was two years ago. The sales effect is about JPY20 billion, and there will be more 
in the fiscal year ending March 31, 2022. 

What were the results of the acquisitions of dealerships in the US in the fiscal year under review and what will 
be in the current fiscal year? Can you tell us a little more about the basis for your belief that it is possible to 
increase the sales volume and what measures are working well? 

Togawa [A]: I understand. First, I would like to talk about how we view market trends in North America, and 
then Mr. Miyazumi will answer your last question. 

First, it is said that rising interest rates may have a negative impact on the housing situation. We see no doubt 
that there will be a negative impact.  

At the same time, however, as was the case in Japan, the children of the baby boom generation are now 
entering the home-buying generation. Therefore, we believe that the foundation for housing demand may be 
solid. Then there is the demand for relocation to the suburbs as remote work takes hold with the spread of 
COVID-19. This will also support the bottom of US housing demand. This will not change significantly. 

In addition, the tightening of energy conservation and environmental regulations due to President Biden's 
policies has led to a new demand for air conditioning. This is our specialty, and we can utilize low-GWP 
technologies for inverters and heat pumps. 

We estimate that demand in the housing market is 95%, but our plan for this fiscal year includes the 
strengthened sales force of our sales network, which we have strengthened through M&A and other means, 
as well as sales of differentiated products and environmentally friendly products. 

Miyazumi [A]: The effect of the acquisition of the US sales companies in the previous fiscal year was roughly 
JPY50 billion for the full year. 

As for the fiscal year under review, as Mr. Togawa just mentioned, the US housing market is showing a bit of 
uncertainty about the future. In the US as a whole, mortgage rates have exceeded 5%, which is a headwind, 
but in times like this, we would like to be strategic about which region we attack. 

Although the overall pie may shrink a little, we are continuing to acquire sales companies, so our basic 
approach is to increase market share by implementing sales price measures and sales strategies that match 
the characteristics of each region. 

Isayama [Q]: Thank you very much. Thank you also to President Togawa. I'm sorry, I'm just confirming the 
figures. Is it correct to think that the year before last, the fiscal year ending March 31, 2021, it was about 
JPY20 billion, and last year it was a positive JPY50 billion? Can we assume that JPY20 billion has expanded to 
JPY50 billion? 

Togawa [A]: You're right. 

Isayama [Q]: JPY20 billion has been expanded to JPY50 billion. Haven’t you disclosed the figure for this fiscal 
year yet? 

Togawa [A]: No. 
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Isayama [M]: Well understood. Thank you very much. 

Sakamoto [M]: Thank you. Next, Mr. Sasaki from Mitsubishi UFJ Morgan Stanley Securities. 

Sasaki [Q]: Thank you very much. I am Sasaki of Mitsubishi UFJ Morgan Stanley Securities. I would like to ask 
two questions. 

My first question is about the concept of the new plan, or the concept of foreign exchange on page 11. This 
time, the impact of the foreign exchange rate is unchanged from the previous year. On the other hand, as 
shown in the latter half of the material, your company's exchange sensitivity is such that a JPY1 depreciation 
against the dollar will increase operating profit by JPY1.8 billion and JPY1 against the euro by JPY0.8 billion. 

Your assumption for the current fiscal year is JPY116 to the dollar and JPY126 to the euro. What calculation 
was made about the exchange rate, whose impact is assumed to remain unchanged this fiscal year? Now, the 
dollar is over JPY130, the euro is JPY135, and the Chinese yuan is over JPY19. If, for example, the dollar 
continues to be JPY130, will this be a factor in expanding Daikin Industries' earnings? 

Could you please tell us your thoughts on the exchange rate?  

Togawa [A]: I understand. First of all, for this fiscal year's plan, we have not included any factors regarding 
the current exchange rate. We do not manage our business by relying on foreign exchange. The plan is not to 
achieve operating profit of JPY340 billion based on favorable foreign exchange rates, but rather to achieve it 
based on the exchange rate assumptions currently in place. So, I do not know what will happen to the 
exchange rate, but if JPY130 continues for a long time, as you say, it would all bounce back as a positive factor. 

Sasaki [Q]: Thank you very much. In this sense, the fact that the impact of the foreign exchange rates is zero 
in this fiscal year's plan is a message from your management that you will achieve JPY340 billion in profit this 
fiscal year, not by relying on foreign exchange rates but on your own ability. If the exchange rate continues at 
the current level of JPY130, operating profit will also change accordingly. Do you mean that? 

Togawa [A]: Yes. You could say that. 

Sasaki [Q]: Understood. Thank you very much. My second question is about your approach to the 
procurement environment. As mentioned by the president at the beginning of the meeting, I understand that 
your company is firmly committed to addressing the shortage of semiconductors and other products. On the 
other hand, with the situation in Ukraine and other factors, we are facing shortages of various items. Please 
tell us which parts or materials are insufficient and could be a risk for your company in the future. 

However, your company is being able to procure them. Will this lead to an expansion of your market share? 
You mentioned at the beginning that you are already procuring alternative parts and reviewing designs, as 
well as making prior arrangements for parts that will be in short supply. May I ask you to explain a little bit 
about the current state of the environment, including the procurement environment?  

Togawa [A]: It is still semiconductors and electronic components that could pose a procurement risk. I have 
heard that they are the biggest shortage risk factors. 

With regard to semiconductors and electronic components, in the previous fiscal year, we saw the possibility 
that sales could be as much as 20% above the plan, so we moved early to secure inventories, and as a result, 
we were successfully able to supply products without a halt. 

In the current fiscal year, we will continue to go around to secure inventories early, and at this stage, we have 
secured semiconductors and electronic components in line with the current plan. 
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However, we don’t know what will happen. To use an actual example, we have suppliers in China that produce 
electronic components and semiconductors, and some of these suppliers were out of operation until around 
April 20. We are covering for this by having alternative production sites in Japan and Malaysia. 

Therefore, we are prepared to produce and supply products in various places for local production for local 
consumption, and we believe that we will be able to take advantage of this strength in the current fiscal year. 

Sasaki [Q]: Thank you very much. I remember that at last year's interim financial results briefing, you 
mentioned that the shortage of semiconductors might continue until the latter half or the end of 2020. I would 
like to know how long you think the shortage of semiconductors is likely to last from your company's 
perspective. 

Togawa [A]: Our current expectation is that it will continue during the current term. Maybe it will finally settle 
down in 2023. This is our view based on information from semiconductor manufacturers, semiconductor 
equipment manufacturers, and various other sources. 

We have established a relationship with our semiconductor suppliers where we have long-term contracts or 
early contracts with them, and they give us relatively high priority due to the trust that we have cultivated 
over the years. So, at the present time, we are doing it without any problems. 

Sasaki [M]: I understand very well. Thank you very much. 

Sakamoto [M]: Thank you. Next, Mr. Maekawa of Nomura Securities, please. 

Maekawa [Q]: I'm Maekawa from Nomura Securities. Thank you very much for your explanation. I have two 
questions. 

First, regarding your thinking on China, please tell us the current lockdown situation and response measures. 
You expect the demand for this fiscal year to increase 2% for residential and 3% for commercial. Please tell us 
the background to this view. I am sure there is a risk of slowdown, etc., but what is your view? You mentioned 
your company will further increase its market share. I would like to know your view on China, including the 
lockdown. 

Togawa [A]: I will explain the impact of the lockdown in China and what measures are being taken now, and 
Mr. Miyazumi will explain our view on demand and market share expansion. 

First, one month has passed since the full lockdown began in Shanghai. The number of people infected in 
Shanghai, which at one point exceeded 20,000, is currently at 3,000, and the number is on a significant 
downward trend. However, the current situation is that the lifting of the blockade is still not foreseeable. 

On the other hand, in the midst of all this, moves toward the reopening of the economy have begun, with 666 
important companies selected by the government to be allowed to resume operations. These are companies 
that provide infrastructure, daily commodities, and medical services necessary for the daily lives of Shanghai 
residents, as well as companies that support China's economy. 

Although we have been out of operation since April 1, we applied for and received certification as one of the 
666 priority companies. Operations resumed on April 20. However, we are not operating at full capacity. We 
have 12 lines, of which about half started operation on [April] 20. We have just started operating all 12 lines 
from May 9, with more personnel sleeping in the plant. 
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As for the suppliers, there are 142 suppliers in Shanghai, including those in the surrounding area, and like us, 
118 suppliers have started blockade production. Blockade production means that the factory decides who will 
sleep in the factory and conduct production without going in and out of the factory. 

Two of our major suppliers of electronic components were also among these companies. As of May 7, one 
company was operating at 80% capacity and the other had managed to reach 95%. 

Another problem is one of logistics. The distribution center in Shanghai is located in the city of Shanghai, and 
we cannot take the products directly from here to dealers nationwide. What we are doing is taking the 
following measures: the government-approved trucks are moved to Suzhou, and products are shipped from 
Suzhou to dealers nationwide. 

I mentioned earlier that there are 666 important companies, but only about half of them have managed to 
resume production. We have heard that many Japanese-affiliated manufacturers have yet to resume most of 
their production. I believe that we have been able to resume production with unparalleled speed. However, 
April sales are currently expected to be considerably lower than the previous year. However, as I mentioned 
earlier, our plan is to launch sales in May at once, make up for all delays in the first half, and achieve the 
budgeted amount for the first half as a whole. 

Miyazumi [A]: Regarding Chinese demand. As you are aware, the lockdown in Shanghai continues, and the 
situation is very difficult to foresee, but at the same time, China is moving in the direction of providing some 
relief through monetary policy. We expect Chinese residential market demand, including residential multi-
split air conditioners and small room air conditioners, to be roughly 102% YoY. For commercial use, VRV and 
SKY combined are expected to be 103% of the previous year's total and Applied is expected to be 101%. 

Maekawa [Q]: Thank you very much. Secondly, I would like to know more about the key themes and the 
concept of FUSION. In the eight key themes, you have added "creating results for acquired companies and 
large-scale capital investments," but is this with an eye on the North American market, for example, or the 
European market? 

Also, plus-one theme, carbon neutrality and digital, has been added. I would like to know the background 
behind the addition of the "plus one" to the eight themes, as well as some specific details. Also, you mentioned 
you will achieve the FUSION target for the next fiscal year this fiscal year ahead of schedule. I would like to 
know how you consider the FUSION 25 target. Thank you. 

Togawa [A]: First of all, we do not intend to change the major strategic direction of FUSION25, or the key 
themes. We are currently making good progress in carbon neutrality, air valorization, and solutions, and we 
intend to further accelerate these efforts in the future. 

However, we are considering reviewing figures such as sales, operating profit, and operating margin. We are 
achieving FUSION25 targets for FY2023 ahead of schedule. If we achieve the JPY340 billion or higher target 
this fiscal year, we would like to review the figures, including a revision of the latter-half 3-year plan. 

As for M&A. Although some of the M&A activities envisioned in FUSION25 did not proceed as expected in the 
previous fiscal year, we intend to steadily move forward with them. 

Maekawa [Q]: The theme number eight, “create results and maximize profitability for acquired companies,” 
has been added. Do you want to accelerate this? Do you mean that the capital investment includes the 
Chemical business and so on? Please tell us the background on this. 

Togawa [A]: The implication of adding theme number eight is that it is important to reap synergies from 
acquisitions and to reap the benefits of capital investment. We dared to raise the theme what we should do 
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in order to reap the benefits of further capital investment. It is not that we have not been doing this before, 
but we have raised it as a theme because there may be a need to further strengthen it. 

With the "plus one" theme, we have expressed our intention not only to set forth the so-called FUSION25 
strategic themes of innovation and challenge, but also to implement them and reap the fruits of them, and to 
speed up and accelerate the overall process. 

Maekawa [M]: I understand. Thank you very much. 

Sakamoto [M]: Thank you. Next, Mr. Fukuhara from Jefferies Japan Limited, please ask your question. 

Fukuhara [Q]: My name is Fukuhara from Jefferies Japan. Thank you very much. I have two questions for you. 
The first question is about your company's approach to sales in Europe. In the heating business on slide 17, it 
says that your company will increase its market share in the industry. Please give us some additional details 
on how you intend to increase your market share in the future, such as specific strategies. 

Mineno [A]: As you all know, Europe is the most advanced region in the world in terms of decarbonization, 
but after COP26 was held in November last year, the measures taken by various countries have been 
accelerated. The direction is being changed from combustion heating to air-conditioning heat pumps. 

Thus, as Mr. Togawa mentioned, a major trend of combustion heating being replaced by heat pumps heating 
was established more quickly than we had initially seen. This is specifically reflected in government incentives 
in various countries this year, as well as in moves to eliminate consumption taxes and so on. 

In order to reap those benefits as quickly as possible, we are making a large investment to build a large heat 
pump heating plant in Europe, and we hope to do so earlier and on a larger scale than our competitors to get 
a head start and increase our market share. Originally, we were ahead of the curve in this heat pomp heating 
business, and we would like to further accelerate that process. I believe that we have a good opportunity and 
that this will be a year of great leaps forward. 

Fukuhara [Q]: Understood. As to my second question, regarding the current medium-term plan, can we 
expect the Company to go even higher in the face of downside risk? 

Togawa [A]: We do not intend to change the FUSION25 strategy itself, but we would like to spend a year 
reviewing the FUSION25 sales and operating profit targets, and then share them with you. 

Fukuhara: [M]: Thank you very much. That’s all from me. 

Sakamoto [M]: Thank you. Next, Mr. Kitaura of Bloomberg Intelligence, please. 

Kitaura [Q]: I am Kitaura from Bloomberg Intelligence. Thank you. I would like to make two questions. First, 
you mentioned that the profit margin in China is 22%, but it used to be around 25%. I understand that this is 
due to restrictions on production, steel prices, etc. I would like to know the background of the profit margin, 
including the competitive environment, and if there is any possibility of recovery in the future.  

Miyazumi [A]: I'm sorry. I meant to say at 25%. 

Kitaura [Q]: I see. Understood. So, is it correct to say that the overall situation has not changed much? 

Togawa [A]: Yes, that's right. As for China, we hope to secure 25%. Although the current lockdown situation 
is a bit of a headwind, we are determined to defend the 25% target. 
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Kitaura [Q]: I understand. Thank you very much. The second point is capital investment, which is planned to 
exceed JPY200 billion this fiscal year, which is quite a large increase from last year. Please tell us the 
background and the future prospects. 

Togawa [A]: With regard to capital investment, we are investing about JPY210 billion, which is a record high 
level. As Mr. Mineno mentioned, Europe is the place to invest. In particular, heat pump heating is expected 
to grow in Europe, and we are planning to build a plant to increase production of this product. 

In addition, we will invest in research and development as well. In Asia, we are also in the process of starting 
up a third plant in India. In the chemical field, we will also invest in construction of plants in China. 

Kitaura [Q]: I understand. Do you have any idea whether the amount of capital investment, which is 
extraordinarily high this fiscal year, is expected to settle down a bit in the next fiscal year or so, or whether it 
will grow further or remain flat, just at this point in time? 

Miyazumi [A]: I don't think we will probably see such a large growth rate in the future, but I think it will 
continue to increase steadily.  

Togawa [A]: Strengthening production facilities and factories includes plants for heat pomp heating in Europe. 
It is considered as a major investment, and its implementation is in 2024. We are now also planning to 
establish a large production facility in Mexico, which will be around 2025. It would be a fairly large investment. 
There are such many projects, so it will increase in the future. 

Kitaura [M]: Understand. Thank you very much. That’s all from me. 

Sakamoto [M]: Thank you. Next, Mr. McDonald of Citigroup Global Securities, please ask your question. 

MacDonald [Q]: Thank you very much. I have two brief questions: profitability and the M&A strategy. In the 
previous year, you posted an impairment loss of Zanotti's goodwill, and two years ago, an impairment loss of 
Flanders. We have heard that some acquired companies have not been able to contribute to profits after 
goodwill amortization, so we do not know if profitability and M&A strategies are working. Is there a risk of 
impairment of acquired companies in the future? 

Togawa [A]: The acquired company's sales are steadily increasing. However, we see improving profitability 
through M&A as one of our challenges. After posting amortization of goodwill, some companies are not 
contributing to profits. We are now reflecting on the lack of incorporation of a post-acquisition execution plan, 
which we intend to reestablish. We believe that Flanders will be able to significantly rebuild and grow its US 
filter business this fiscal year. 

For Zanotti, we have already created concrete measures to rebuild development, production, procurement, 
sales, and everything else over the past year with the direct involvement of Daikin Europe. We are now 
following up on a month-by-month basis and managing progress, and I believe that over the next year we will 
be able to make the company profitable. We are fiercely committed to profitability, and we do not want to 
manage our business in such a way that sales increase but do not lead to profitability. 

McDonald [Q]: Okay. Thank you very much. What about whether Goodman or AHT has a risk of impairment? 

Togawa [A]: As I mentioned, we recognize that the two impaired acquisitions are major materials for 
reflection for us. Based on these reflections, we will continue to take the time to thoroughly conduct due 
diligence in M&A from various angles and will be more careful in verifying the quality of management. We 
have worked on this in the past, but we were still not able to see some aspects. We also believe that it is 
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important to put in place a concrete post-acquisition implementation plan and follow up on its progress, and 
we believe that this kind of reinforcement will be necessary. 

I believe that the acquisition must result in increased sales, then contribute to earnings, and above all, 
contribute to our growth strategy. We would like to pursue this for future acquisitions. 

In addition, although you have expressed concern about AHT, we believe that the low-temperature business 
has great potential for growth, and in the commercial refrigeration business in particular, there is a great 
opportunity for one-stop solutions with air-conditioning. In the commercial refrigeration equipment business 
in particular, I believe that we can develop our strengths in energy conservation and energy management for 
environmental issues. 

McDonald [M]: Understood. Thank you very much. 

Sakamoto [M]: Thank you. Since there seem to be no questions, we will conclude the question-and-answer 
session. 

This concludes today's briefing. Thank you very much for joining us today. 

Togawa [M]: Thank you very much.  

[END] 

______________ 

Document Notes 

1. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 
answer from the Company, or [M] neither asks nor answers a question. 

2. This document has been translated by SCRIPTS Asia.   
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