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Presentation 

 

Sakamoto: We will now begin the Daikin Industries, Ltd. financial results briefing for Q2 of the fiscal year 
ending March 31, 2024. Thank you for taking time out of your busy schedules to join us today. 

Explanatory materials are available in the Investor Relations section of the CompanyΩs website, as we 
informed you by e-mail. Please have them on hand if you need them. 

Let me now introduce todayΩs speakers. President, CEO, and Member of the Board, Masanori Togawa; Senior 
Executive Officer and General Manager of Japanese AC Sales Division, Satoshi Funada; Senior Executive Officer, 
Responsible for Chemical Division, Yoshiyuki Hiraga; Executive Officer, Responsible for Global Operations 
Division, Shoji Uehara; and Executive Officer, Responsible for Corporate Communication, Kota Miyazumi. 
Sakamoto of Corporate IR Group will serve as the moderator. Thank you for your cooperation. 

Today, I would like to begin with a brief talk by President Togawa, and then Executive Officer Miyazumi will 
give an overview of the financial results. We will have a 40-minute presentation followed by a Q&A session. 
The end time is scheduled for 2:00 PM. 

Now, President Togawa, please begin. 

Togawa: Hello, everyone. Thank you for joining us today. I would like to begin by explaining the status of the 
financial results and the outlook for the current fiscal year. 

As we announced yesterday, although demand was worse than expected in each region of the world in H1 of 
the fiscal year, we were able to overcome the negative effects by thoroughly implementing priority measures, 
including sales expansion and market share increase, and both sales and operating profit exceeded the 
previous yearΩs levels on a real basis, excluding the effect of foreign exchange rates, and exceeded the plan 
announced in May, thus achieving a new record high. 

In H2 of the fiscal year, the business environment will remain uncertain due to a delay in the recovery of 
demand for heat pump hot water heating in Europe and concerns about a decline in housing investment in 
the US. We have decided to leave our annual operating profit plan unchanged from the current 
announcement. We are currently working to exceed operating profit of JPY400 billion through further 
implementation of measures under our priority themes. We hope to present the figures again at the end of 
Q3. 

We would like to take advantage of our sales network, product development capabilities, and supply capacity, 
which are the strengths we have cultivated over the years, to always read the market changes and market 
ahead, and to create and implement challenging themes with new ideas and thoughts ahead of time. 

As for H1 results, Miyazumi will explain the details later, but both net sales and operating profit exceeded the 
initial plan, with net sales of JPY2,225.2 billion and operating profit of JPY235.7 billion, an increase in both 
sales and profit. 

In H1 of the fiscal year, the business environment surrounding the Company was more challenging than 
initially expected due to stagnant demand in both the air-conditioning and chemical businesses. In the midst 
of this situation, the Company flexibly implemented priority measures in response to changes in the business 
environment, including sales expansion by identifying solid markets and products in each region and business, 
thorough implementation of strategic selling price measures, strengthening of the solutions business, and 
thorough cost reductions. 
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In particular, we were able to overcome the severe conditions and achieve the highest performance by 
expanding sales of "Fit," an environmental premium unitary product for residential use in the US, commercial-
use applied air conditioning systems, and commercial-use products in Europe. 

I would like to talk about four key points that we are focusing on in order to achieve the second-half plan and 
furthermore exceed the annual plan. 

The first is the US air conditioning business. In H1, DNAΩs shipments of its mainstay unitary products for 
housing decreased due to the effects of inventory in the distribution channel, but by expanding sales of high 
value-added products and thoroughly implementing sales price measures, DNA was able to increase sales and 
strengthen profitability YoY. 

Sales of Fit and other environmental premium products also expanded significantly, up 69% from the previous 
year. We are currently in the process of strengthening our environmental premium business, and in addition 
to strengthening our sales capabilities through the acquisition of sales companies, we have begun selling our 
strategic product, the highly efficient inverter unitary Fit under the Goodman brand, which is a volume zone 
brand in addition to the current high-end model. 

At the same time, we are accelerating the development of dealers who can handle environmental premium 
products by improving training and training facilities to promote the use of inverters. 

DAA, an applied air conditioning company, also achieved significant sales growth in H1, mainly for data centers. 
We are working to strengthen our solutions business for data centers and factories, adding services and 
energy-saving proposals in addition to equipment. 

The new plant in Mexico, which is currently under construction, is scheduled to start up sequentially from 
December onward, and we believe that by strengthening our supply capacity, we can improve the profitability 
of the chiller business this fiscal year and expand our environmental premium business in the next fiscal year 
and beyond. 

The second is the European air conditioning business. In the heating business, the current momentum is 
slowing down due to factors such as the drop in gas prices, changes in the Italian subsidy system, and the rush 
demand for boilers in response to the accelerated implementation of stricter environmental regulations in 
Germany. We see the medium- to long-term trend toward decarbonization as unchanged and the demand 
slowdown as temporary. 

Accordingly, we are proceeding as planned with the new Poland plant, which is scheduled to begin trial 
operation in June 2024 and start operation in October. 

Competitors are aggressively investing in and entering the European heat pump heating market, including the 
acquisition of Viessmann Climate Solutions of Germany by Carrier Global Corporation of the United States. 
Competition is intensifying, but, on the other hand, we believe that this is an attractive market. 

In order to increase our market share, we are also in the process of developing dealers in each country, 
strengthening our installation and service capabilities, expanding our product lineup with the aim of 
strengthening our structure as necessary for the future. 

Also in Europe, tourists have returned, and these commercial markets, such as hotels, restaurants, and cafes, 
are recovering. In addition, we are also seeing a recovery in applied air conditioning systems for factories and 
data centers, and we believe that we can expand sales through proposals that focus on power saving and 
energy conservation. 
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The third is the China air conditioning business. Although the zero-COVID-19 policy has been lifted, and 
production and sales activities could now be fully deployed for the first time in three years during H1 of this 
fiscal year, the economic outlook is uncertain and difficult to foresee due to sluggish consumption in addition 
to a slow recovery in the real estate market. 

Despite this situation, we were able to increase residential multi-split air conditioner sales by 106% YoY in H1 
by implementing all the sales methods that have been our strength, such as guiding customers from online to 
our PROSHOP. 

In addition to expanding sales of high value-added products, the China air-conditioning business continues to 
maintain a high profit level due to thorough implementation of selling price measures and cost reductions. 

In the residential multi-split air conditioner area, we would like to utilize the stock information on our sales to 
date and our strong sales network centered on PROSHOP to capture the needs for renovations and updating 
existing properties. 

We have also introduced a new series called "Daikin CARE Central Air System," which combines air 
conditioning, ventilation, heat pump floor heating, and solution services such as energy conservation and air 
quality proposals, and we intend to expand sales by taking advantage of this series. 

In the Chinese commercial market, the market for government properties, factories, and green buildings is 
expanding in accordance with the promotion of carbon-neutral policies. We will maintain and expand high 
profitability through the introduction of new products and systems with energy conservation as the starting 
point. 

Finally, I would like to talk a little about our air conditioning business in India, which is performing particularly 
well in Asia. In India, we are strengthening our sales and service network, expanding R&D functions, and 
developing engineers and other human resources with the goal of making India a major base for future growth. 

As for the new plant in the south, mass production of room air conditioners started as scheduled in August 
this year. In addition to expanding sales for commercial use, we intend to expand sales for residential use by 
taking advantage of our supply capacity and developing new sales routes in regional cities, which will lead to 
a significant increase in sales. We are also in the process of developing new products and training dealers to 
expand exports. 

That is all for my explanation, and we will be happy to answer your questions later, including those for the 
members present today. 

Sakamoto: Next, Executive Officer Miyazumi, please. 
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Miyazumi: My name is Miyazumi. I will provide an overview of Q2 financial results while following the 
presentation materials. 

Please see page 3. Both net sales and operating profit exceeded the plan, and both sales and profit increased 
in real terms, excluding the effect of foreign exchange rates, to reach record highs. 

Despite a very difficult business environment with sluggish demand in all regions, the Company expanded its 
business performance by strengthening proposals for products and services that contribute to carbon 
neutrality and energy conservation, expanding the solutions business, implementing strategic sales price 
measures, and thoroughly implementing measures such as cost reductions and fixed cost reductions. 

Ordinary profit decreased mainly due to the impact of higher interest rates but exceeded the plan by JPY3.1 
billion. 

Actual exchange rates were JPY141 to the dollar, JPY153 to the euro, and JPY19.8 to the Chinese yuan. As for 
the foreign exchange impact on the previous year, net sales increased by JPY91.5 billion and operating profit 
increased by JPY8 billion. 
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Page 4. These are the results by business segment. 

In the air conditioning business, sales and profits increased due to expanded sales in China and Asia, as well 
as the fact that we identified solid markets in Japan, the Americas, and Europe, and worked to expand sales 
of differentiated products and services. 

In the chemicals business, despite being significantly affected by the slowdown in demand, the segment 
maintained its profit growth trend by expanding sales in markets with strong demand and capturing the effect 
of selling prices. 

As for the amount of foreign exchange impact, the air conditioning business posted a JPY87.4 billion increase 
in net sales and a JPY5.9 billion increase in operating profit, while the chemicals business posted a JPY4 billion 
increase in net sales and a JPY2.2 billion increase in operating profit. 

The status of each business and the regional status of the air conditioning business will be explained later. 
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Page 5. Changes in major items in the consolidated profit and loss statement are shown. 

Despite efforts to lower the cost of sales ratio by promoting cost reductions, the SG&A-to-sales ratio increased. 
This was due to an increase in labor costs in addition to upfront investment in R&D, depreciation, and 
amortization. 
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Page 6. The table shows the major items on the consolidated balance sheet and the details of interest-bearing 
liabilities. 

Interest-bearing debt has increased due to aggressive capital investments, including the construction of a new 
plant. 

With regard to inventories, the Company had adopted a policy of holding a large strategic inventory in 
response to the supply chain disruption caused by the COVID-19 pandemic, which resulted in longer inventory 
holding days. We have switched to a policy of inventory reduction this fiscal year and will examine the 
contents of inventories in each region to bring them back to an appropriate level. 
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See page 7. This is an analysis of the YoY changes in operating profit for H1 of the fiscal year. 

Although the Company was severely affected by sluggish demand, it compensated for the negative impact by 
implementing selling price measures, thorough cost reductions, and striving for efficient management of fixed 
costs by curbing hiring and reducing expenses.  

The breakdown of the impact on the air-conditioning business due to soaring raw material and distribution 
costs is as follows: copper is estimated to be positive JPY7 billion, aluminum to be positive JPY5 billion, steel 
is estimated to have no impact, resins and others to be negative JPY31.5 billion, and distribution costs to be 
positive by JPY7 billion. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
11 

 

 

See page 8. The full-year earnings plan is as explained by Togawa earlier. 

Operating profit for H2 of the fiscal year has been lowered from the original plan, but this is due to the fact 
that we are taking a cautious view of the annual plan at this time, and we will work to bounce back from the 
impact of reduced demand to achieve even higher results. 
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See page 9. The business forecast by segment is as stated. 

As for the amount of foreign exchange impact, we estimate that the air conditioning business will increase by 
JPY80.9 billion in net sales and JPY0.7 billion in operating profit, and the chemicals business will increase by 
JPY4 billion in net sales and JPY1.5 billion in operating profit. 

Operating profit in the air conditioning segment has been reduced by JPY1.5 billion from the original plan, 
mainly because demand for heat pump heating in Europe has not yet returned, and we are taking a cautious 
view at this time. 
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Page 10 is an analysis of YoY changes in operating profit in the annual plan. 

Although H2 of the fiscal year will also be significantly affected by sluggish demand, we hope to bounce back 
by sales expansion and increasing our share, as well as by implementing sales price measures and cost 
reductions thoroughly. 

The breakdown of the impact on the air conditioning business due to surging raw material and distribution 
costs is as follows: copper will be positive JPY7 billion, aluminum will be positive JPY7 billion, steel will be 
positive JPY3 billion, resins and others will be negative by JPY55.5 billion, and distribution costs will be positive 
JPY12 billion. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
14 

 

 

See page 11. This chart shows sales by region for the air conditioning business. 

Sales in major regions exceeded the previous yearΩs level. Excluding the effect of foreign exchange rates, YoY 
sales in real terms were 97% in Europe, 102% in China, 113% in the Americas, and 104% in Asia. 

The annual plan is as stated. Excluding the effect of foreign exchange rate fluctuations, we plan YoY real sales 
growth of 98% in Europe, 101% in China, 112% in the Americas, and 107% in Asia. 
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Page 12. This chart shows sales by region for the chemicals business. 

Excluding the effect of foreign exchange rates, real YoY sales in the Americas were 74%, China 93%, and 
Europe 110%. 

The annual plan is as stated. Excluding the effect of foreign exchange rate fluctuations, we plan YoY sales 
growth of 86% in the Americas, 96% in China, and 102% in Europe. 

Amid the growing trend of distribution inventory adjustment in a wide range of materials, in H2, we will hasten 
to increase production and expand sales of products for which demand is strong, such as high-function 
materials for semiconductor manufacturing equipment. 


