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Presentation 

 

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

The explanatory material is available on the Company's website under Investor Relations and can be 
downloaded as necessary. 

Today's speakers are Masanori Togawa, President and CEO, Member of the Board; Satoshi Funada, Senior 
Executive Officer, General Manager of Japanese AC Sales Division; Yoshiyuki Hiraga, Senior Executive Officer, 
Responsible for Chemical Division; Shoji Uehara, Executive Officer, General Manager of Global Operations 
Division; and Kota Miyazumi, Executive Officer, Responsible for Corporate Communication. 

I, Sakamoto of Corporate IR Group, will be the facilitator. Thank you for your cooperation. 

Today, after President Togawa will speak first, and then Executive Officer Miyazumi will give an overview of 
the financial results. The presentation will last approximately 40 minutes, followed by a Q&A session. The end 
time is scheduled at 12:00. 

Now, President Togawa, could you please? 

Togawa: Good morning, everyone. Thank you very much for taking time out of your busy schedule today to 
participate in this event. 

Last fiscal year, many regions and businesses faced a difficult business environment in which demand fell 
more than expected. However, by strengthening proposals for products and services that lead to carbon 
neutrality and energy savings, implementing priority measures such as thorough implementation of selling 
price measures and total cost reduction, expanding sales in India and other regions where Applied is 
performing well, and expanding sales through high value-added products, as a result, net sales and operating 
profit both exceeded the previous year's levels, and the Company was able to achieve record-high business 
results. 

The decline in demand for heat pump heating in Europe and ducted unitary for houses in the US led to a 
decrease in operating profit for the 3 months of the third quarter. However, in Europe, we worked to 
strengthen order acquisition by promoting the handling of heating systems at existing air-conditioning stores, 
developing new channels, and stepping up visits to dealers. In the US, we have taken steps such as launching 
the FIT system in the volume zone in the ducted unitary for houses market and fostering proposal-based 
dealers. 

At the time of the third quarter results, we had not yet fully reaped the results of our measures. However, in 
the fourth quarter, we took the various measures I mentioned, and these measures produced maximum 
results, and we were able to increase sales and profits. And we believe this is what led to our record annual 
sales of JPY4,395.3 billion and operating profit of JPY392.1 billion. 

Mr. Miyazumi will explain the details of the financial results for FY2023 later. I would like to take a few 
moments to elaborate on our financial outlook for FY2024 and our management posture. 
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The annual plan for FY2024 is JPY4,540 billion in net sales and JPY425 billion in operating profit. We will 
achieve double-digit or more profit growth on a real basis excluding foreign exchange, and restore the 
operating profit margin to the 9% level. 

Next year will be the final year of FUSION25. We will respond to changes in the business environment with a 
focus on promoting carbon neutrality and energy service solutions, which is the growth strategy of the 
FUSION25 second half plan. We will not only secure short-term profits, but also implement themes that will 
strengthen profitability with a view to medium- to long-term growth. 

However, with regard to the business environment surrounding the Company in the current fiscal year, 
residential air conditioning demand is expected to remain low-growth in all locations due to sluggish 
consumption caused by inflation and high interest rates, and the heat pump heating market in Europe remains 
difficult to see a recovery. The impact of inflation is expected to be severe, with soaring prices for procured 
parts and higher labor cost, as well as continued cost increases. 

In this environment, we will work on priority themes such as strengthening sales and marketing capabilities 
to balance sales expansion and market share growth with selling price measures to absorb cost increases, 
reducing variable costs on a global basis, and improving fixed cost efficiency. 

In addition, global demand for Applied air conditioning is growing, especially in North America, Asia, and 
Europe. In addition to expanding sales by strengthening product development and sales networks in each 
region, we plan to enhance profitability by strengthening the solutions business for commercial use. 

By maximizing the results of these measures, we hope to achieve a strong increase in profits and, with the 
100th anniversary of our founding as a milestone, make a start toward new growth and development of the 
Daikin Group in the next 100 years. 

I would like to discuss in detail some of the measures we will be taking in FY2024 to improve profitability. 

First, let me talk about North American air conditioning, which is of great interest to you. In the North 
American air conditioning business, our goal for the current fiscal year is to become number 1 in North 
America in FY2025. Despite the slow recovery of the housing market, DNA will continue to develop and 
nurture premium dealers in ducted unitary for houses to expand sales of FIT and other high value-added 
products. 

The new plant in Mexico started operation in April, and the Company will work to improve profitability by 
increasing selling prices through the switch to R32 and by capturing cost reduction effects. In the robust 
commercial market, we will also work to expand sales of VRV systems and rooftops. 

DAA, which sells Applied, will continue to expand its sales in the market for applications such as data centers, 
EV batteries, and semiconductor manufacturing, which remain strong. 

As for chillers, we will work on cost reduction effects from the full-scale operation of the new plant in Mexico. 
We will promote a structural shift to a cyclical solutions business by leveraging the commercial products, 
engineering capabilities, and proposal capabilities of the companies we have acquired so far. 

The solution sales ratio in North America is planned to be 40% in FY2024. We would like to challenge even 
higher levels to achieve the 50% goal set forth in FUSION25. 

In North America, we have already expanded our own locations to 13 cities in order to establish an owner-
direct sales network in 18 priority cities. For the remaining 5 cities, we will complete the establishment of our 
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own sales channels by the end of FY2024 through the acquisition of reps. By the end of FY2025, we will 
strengthen to a level where we can offer value-added energy service solutions in all 18 cities. 

Next is Europe. In the European air conditioning business, the market recovery for heat pump heating has 
been slow, and we expect it will probably take 2 or 3 years before the market returns to the previous demand 
assumption. However, we believe that the market is certain to expand in the medium term. 

On the other hand, rival manufacturers have also been aggressively investing in the past few years, and 
competition is intensifying. In order for our company to generate high profits in such an environment, we 
believe it is necessary to further strengthen our business foundation and outperform rival manufacturers. 

In Europe, the introduction of natural refrigerants is being actively promoted, and we will be introducing R290 
heat pump heating this November. Furthermore, we are actively involved in the development of unified 
European guidelines for the safe handling of R290, and we will continue our efforts to promote the use of 
heat pump heating in the industry as a whole. 

Regarding sales capabilities, we have the largest dealer network in the European air conditioning business, 
and we will strengthen our sales network by expanding the handling of heating systems at these existing air 
conditioning stores. 

We will also take steps to reduce construction costs, which have been an obstacle to the widespread use of 
heat pump heating. Last December, we acquired a residential heating service company in the United Kingdom. 
By pursuing these acquisitions in various European countries, we hope to strengthen our own service system 
and construction capabilities by combining our existing sales and service capabilities. 

The new Poland plant will start operation in October as scheduled, and will produce R290 to expand sales. For 
residential commercial air conditioning, we will support wholesale affiliated stores and actively develop and 
nurture dealers to re-strengthen our sales force and expand sales for heating purposes. 

Next is China. In the China air conditioning business, we will continue to focus on securing sales of residential 
multi-split air conditioners amid a slow recovery in real estate investment. In addition to selling unique 
solutions and expanding our service menu, we will differentiate ourselves by strengthening R&D and speedily 
roll out new products. 

In commercial use, we will also maintain a highly profitable business by accelerating the solution business in 
commercial markets such as factory and data center applications, which are robust in response to carbon 
neutrality. 

The domestic air conditioning business is facing a difficult business environment in which significant market 
growth is not expected and the weak yen is leading to higher costs. We believe it is important to capture 
market changes, such as carbon neutrality, that will lead to increased earnings. 

In the residential sector, we will focus on system proposals for housing equipment and the development and 
proposal of specialized energy-saving equipment. In the commercial market, we will strive to increase market 
share and sales price by strengthening solution proposals and owner-direct sales to the factory and building 
stock market. 

In the Asian air conditioning business, we will expand sales in all product groups by promoting the shift to 
inverter by strengthening proposal capabilities in each country, developing and launching differentiated 
products specialized for each region, and increasing selling prices by expanding sales of high value-added 
products. 
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In particular, for India, among other Asian countries, we will further expand sales by accelerating the building 
of a dominant sales network from Tier 2 to Tier 4 regional cities. We are also raising our sales target from the 
JPY170 billion initially set in the second half of FUSION25 to JPY200 billion. 

Furthermore, we will further strengthen our function as a production and development base with a global 
perspective, not only to expand domestic sales in India, but also to expand exports to Africa and other regions. 

Last August, we started mass production of air conditioner at our new plant in the south of the country as 
planned. We are also in the process of enhancing the facilities of our R&D center for product development 
and strengthening the hiring of local engineers. 

Next, I would like to discuss the Chemical business. As for the Chemical business, we will promote the 
development of applications in so-called essential markets such as semiconductors, automobiles, information 
and telecommunications, and medical, as well as product development of high-functional materials that meet 
environmental needs. 

In the strong semiconductor market, PFA continues to be in full production. We plan to expand sales and 
improve profitability at the same time by increasing production without investment. 

Next, I would like to discuss investment. As for investment, the theme of strengthening for the future has not 
changed, and we do not intend to loosen the hand of forward-looking investment. 

In FY2024, we plan to make 5 major investments in air conditioning plants in Poland, Mexico, India, and other 
countries to increase production capacity, as well as to complete construction and start operations of a second 
plant in China for chemicals. For investment projects that have already started construction, we are 
considering flexibly reviewing the timing of start-up and scale while monitoring demand trends. By 
strengthening the reaping of investments, we will steadily improve profitability. 

In addition, we intend to further create synergies from the acquired companies that we have implemented to 
date, such as strengthening the sales network and service solutions business of the North American air 
conditioning business and the refrigeration business in Europe. 

In order to achieve the second half of the FUSION25 plan, we believe that the operating profit of JPY425 billion 
in this fiscal year's plan is a must-achieve target. We will strive to achieve and even exceed this goal. 

To this end, we believe it is essential to further strengthen and improve our earning power. To that end, I 
would like to mention some of the initiatives we are currently pursuing. 

By business and region, for example, we are further expanding our service solutions business for Applied Air 
Conditioning and Commercial Air Conditioning globally, further expanding sales of environmental premium 
products such as FIT in North America, and further expanding sales by strengthening our dealer network and 
improving service quality in India, where growth is remarkable. 

Earlier, I mentioned that we planned the solution ratio of 40% in the North American Applied business in order 
to achieve the operating profit target of JPY425 billion for FY2024. As a further challenge, we are considering 
raising the solution ratio from 40% to 45%. 

In FY2024, we intend to expand the creation of results from these priority measures in order to expand 
business performance, improve profitability, and strengthen our business structure, leading to the 
achievement of our goals for the second half of FUSION25. 
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Finally, at the Board of Directors meeting held yesterday, the Board informally approved the appointment of 
officers, including a review of the top management structure. We celebrate the 100th anniversary of our 
founding with the highest performance and start the next 100 years of further growth and development. By 
transitioning to a new management structure in such a milestone year, we hope to confront this era of change 
that cannot be answered by an extension of the past. 

Companies of the future are expected not only to create economic value, but also to pursue environmental 
and social value and solve social issues. With our new structure, we will make a concerted effort to contribute 
to a sustainable society and to achieve growth for the Group. 

Regarding the change in top management, Noriyuki Inoue will step down as Chairman of the Board and 
assume the role of Chairman Emeritus, but will remain as Chief Global Group Officer of the Company. I will 
succeed Chairman Inoue as the candidate for Chairman and CEO, and Naofumi Takenaka, Senior Executive 
Officer, will be the new candidate for President and COO. 

There are 3 main points in this review of executive appointments. The first is a review of the composition of 
the Board of Directors in order to strengthen the foundation for further growth. 

Second, with respect to the increasing demand for companies to ensure diversity, we have increased the 
number of female board members in order to promote further advancement of diversity management. 

Third, while steadily promoting the FUSION25 themes and achieving their targets, we also strengthened our 
executive structure to thoroughly address structural reform themes, and new value creation themes with a 
view to further growth and development in the future. 

The new structure must not result in a decline in performance. We will work for further growth and 
development after first achieving the required results for this fiscal year. 

That concludes my explanation, and I, along with the board members present today, would like to answer 
your questions later. 

Next, Mr. Miyazumi explains. 
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Miyazumi: My name is Miyazumi. I will now present an overview of the financial results for the fiscal year 
ended March 31, 2024, in accordance with the material provided. 

For the fiscal year ended March 31, 2024, both net sales and operating profit exceeded the previous year's 
levels, setting a new record for the Company. 

Demand was lower than expected due to sluggish demand for consumer durables caused by inflation, a 
slowdown in demand for heat pump heating in Europe, and the impact of inventory adjustments in 
distribution due to a decline in US housing investment. 

Under such circumstances, we were able to minimize the negative impact of demand by thoroughly 
implementing key measures such as strengthening proposals for products and services with a focus on carbon 
neutrality and energy solutions, strategic selling price measures, and total cost reductions, which are key 
themes for this fiscal year. 

In the 3 months of the third quarter, operating profit declined YoY, but the Company flexibly responded to 
changes in the business environment by strengthening its sales capabilities in Europe and the United States, 
resulting in a turnaround to higher profit in the fourth quarter. 
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Actual exchange rates were JPY145 to the dollar, JPY157 to the euro, and JPY20.1 to the Chinese yuan. The 
foreign exchange impact versus the previous year was a JPY208.5 billion increase in net sales and a JPY19.0 
billion increase in operating profit. 

 

Results by business segment. In the Air Conditioning business, net sales in real terms excluding the effect of 
exchange rates were 106% of the previous year's level, and operating profit was 98% of the previous year's 
level. In the midst of a difficult business environment where demand is declining in all regions, we believe we 
were able to identify solid markets and make maximum efforts to differentiate ourselves and expand sales of 
our products and services. 

In the Chemicals business, despite being significantly affected by the slowdown in demand, the segment 
maintained profit growth in real terms excluding the effect of foreign exchange rates, thanks to sales 
expansion in high-performance materials for semiconductor production equipment, for which demand is 
strong, and the inclusion of selling price effects. 

The amount of foreign exchange impact was, in the Air-Conditioning business, an increase of JPY195.0 billion 
for net sales and an increase of JPY15.0 billion for operating profit; in the Chemical business, it was an increase 
of JPY10.0 billion for net sales and an increase of JPY4.2 billion for operating profit; and in the Others business, 
it was an increase of JPY3.5 billion for net sales and a decrease of JPY0.2 billion for operating profit. 

The status of each business and the regional status of the AC business will be explained later. 
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Changes in major items in the consolidated statements of income 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 investments in R&D and depreciation and amortization. 

Ordinary profit decreased due to an increase in interest expenses and the impact of continued inflation in 
Turkey. 

As an extraordinary loss, an impairment loss on intangible assets was recorded at the AHT Group, a subsidiary 
manufacturing and selling commercial refrigerated showcases in Europe. In the previous fiscal year, the 
Company impaired a portion of its intangible assets, including goodwill, due to the fact that it no longer 
expects to generate the revenue originally planned at the time of acquisition. In the period under review, the 
Company recognized impairment losses on a portion of its intangible assets as of the end of the period under 
review due to higher-than-expected investment restraints by major customers and the impact of rising 
interest rates. 

Policy stockholdings were substantially reduced during this period and gains on sales were recorded. We 
intend to continue our policy of downsizing in the current fiscal year. 
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This section describes the major items on the consolidated balance sheets and the details of interest-bearing 
liabilities. Interest-bearing debt has increased due to aggressive capital investments, including the 
construction of new plants. 

With regard to inventory, we had indicated a policy of reducing inventory by JPY100 billion at the time of the 
announcement of the second quarter financial results last November, but the improvement was limited to 
about 4 days in terms of the number of days held. 

This was due to a thick strategic inventory position in response to the supply chain disruption caused by the 
COVID-19 pandemic. On the other hand, inventory reduction has been delayed, and we will continue our 
efforts to reduce it to an appropriate level. 
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This is an analysis of YoY changes in operating profit. We estimate that the impact of the decline in demand 
was approximately JPY100 billion on an operating profit basis. In response, the Company worked to expand 
sales, increase market share, implement selling price measures, reduce costs, efficiently manage fixed costs 
such as cut expenses and curtail hiring to offset the negative impact. 

The breakdown of the impact of raw material market conditions and soaring logistics costs, on the Air 
Conditioning business is as follows: copper: positive JPY7 billion, aluminum: positive JPY7 billion, steel: 
positive JPY3 billion, resins and others: negative JPY54.5 billion, and logistics costs: positive JPY12 billion. 
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The plan for the fiscal year ending March 31, 2025 is as explained earlier by Mr. Togawa. 

Exchange rates are assumed to be JPY138 to the dollar, JPY150 to the euro, and JPY20 to the Chinese yuan. 
The foreign exchange impact on the previous year is expected to be negative JPY160.0 billion in net sales and 
negative JPY23.0 billion in operating profit. 
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The performance plan by business segment is as stated. 

As for the amount of foreign exchange impact, we expect a negative JPY148.5 billion in net sales and a negative 
JPY20.5 billion in operating profit in the Air-Conditioning business. In the Chemicals business, we expect 
foreign exchange impact on net sales to be negative JPY10.0 billion and on operating profit to be negative 
JPY2.5 billion, and in the Others business, we expect the impact on net sales to be negative JPY1.5 billion and 
no impact on operating profit. 
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This is an analysis of the YoY change in operating profit plan for FY2024. We expect to be affected by cost 
increases, such as price hikes of parts from suppliers and higher labor costs. In addition to sales expansion, 
we will cover the negative impact by thorough implementation of selling price measures and cost reductions. 

The breakdown of the impact on the Air-Conditioning business due to soaring raw material and logistics costs 
is estimated to be a negative JPY4 billion for copper, a negative JPY2 billion for aluminum, a negative JPY6 
billion for steel, a negative JPY23 billion for resins and others, and a negative JPY10 billion for logistics costs. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
16 

 

 

This chart shows sales by region for the Air-Conditioning business. Compared to the previous fiscal year, real 
sales excluding the effect of foreign exchange rates were 91% in Europe, 105% in China, 111% in the Americas, 
and 105% in Asia. 

The annual plan for FY2024 is as stated. Excluding the effect of foreign exchange rates, real YoY sales in Europe, 
China, the Americas, and Asia are projected to be 110%, 101%, 110%, and 112% of the previous year's sales, 
respectively. 

Operating margin in each region for FY2023 was 6% in Japan, 7% in Europe, 23% in China, 7% in the Americas, 
11% in Asia, 2% in Oceania, and 2% in the Middle East. In FY2024, we plan to improve the profit margin by 
about 1% in the Americas. 
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This chart shows sales by region for the Chemicals business. Excluding the effect of foreign exchange rates, 
YoY sales in real terms were 106% in Europe, 97% in China, and 76% in the Americas. 

The annual plan for FY2024 is as stated. Excluding the effect of foreign exchange rate fluctuations, we plan 
YoY real sales of 102% in Europe, 110% in China, and 102% in the Americas. 
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The following section provides an overview of the AC business by region. 

First, Japan. While industry demand was lower than the previous year, we achieved higher sales than the 
previous year by thoroughly implementing strategic selling price measures and strengthening our high value-
added product user proposals to meet energy-saving needs. 

In FY2024, against the backdrop of soaring electricity costs and stricter regulations, we will strive to strengthen 
sales of differentiated products with energy-saving and environmental features, aiming to expand sales and 
increase market share in both residential and commercial applications. 
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The AC business in the Americas faced a difficult business environment with sluggish industry demand for 
residential applications due to prolonged inflation and high inflationary mortgage rates. In this environment, 
sales increased YoY due to efforts to expand sales in the commercial and applied sectors, where demand is 
strong, and to strengthen sales through the use of acquired sales companies. 

Ducted unitary for houses was impacted by restraints on distribution inventories. However, we have made 
progress in developing dealers who can handle inverter-equipped products and have greatly increased sales 
of FIT, an environmental premium product. 

Sales of Daikin Comfort Technologies North America, Inc. were 102% of the previous year's level on a local 
currency basis. Although sales of mainstay ducted unitary for houses products declined, the Company focused 
on sales through profitable sales channels, improved the sales mix by expanding sales of FIT, an environmental 
premium product, and thoroughly implemented selling price measures, as well as the effect of new 
consolidation through acquisitions, to secure an increase in sales. 

In FY2024, we will focus on developing and training dealers and expanding our product lineup to accelerate 
the shift to inverters and R32 in the market. Furthermore, the Company aims to further expand the Applied 
business by expanding its service network and service products. 
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For the Air Conditioning business in China, the business environment remains challenging due to a delayed 
recovery in the real estate market and cooling consumption. However, as a result of our efforts to expand 
sales of residential multi-split air conditioners, reduce costs, and cut fixed costs, net sales increased from the 
previous year and operating profit remained at a high level. 

Sales of residential multi-split air conditioners were 110% of the previous year's level. We have secured the 
same level of performance compared to FY2021, which was a strong year. The impact of the Shanghai 
lockdown was significant in FY2022. 

The business environment is expected to remain challenging in FY2024. However, in addition to aggressive 
introduction of new products, we will expand sales by concentrate our resources on direct sales to users, such 
as  strengthening our unique solution proposals. 
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In Europe, the business environment is severe with a sluggish economy due to the continuation of monetary 
tightening policies. Although the Company was affected by declining demand for residential and heat pump 
heating, it expanded sales of Applied, in addition to selling high value-added products and thoroughly 
implementing selling price measures. As a result, overall sales in the region, including the effect of foreign 
exchange, were higher than in the previous year. 

Residential sales were strong in some countries, such as in Spain, where sales were up from the previous year 
due to the effects of a summer heat wave. Overall, however, the market was significantly affected by the 
decline in demand due to a drop in consumer confidence. 

In the commercial market, we focused on sales in markets where demand is strong, such as hotels and 
restaurants. For heat pump heating, the market fell more than expected due to lower gas prices and changes 
in subsidy programs, as well as the postponement of bans on installation of combustion-type heaters in major 
countries. Applied increased sales of medium- and large-size chillers for data centers. 

In FY2024, amid a challenging business environment in which demand is expected to remain stagnant in 
residential and heat pump heating, we will maximize sales expansion and increase market share by 
strengthening our sales and service systems and introducing new products that meet customer needs. 
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In the Asia and Oceania Air-Conditioning business, overall sales in the region exceeded the previous year's 
level due to efforts to develop and support dealers in each country and to maintain strong sales in India, 
despite a difficult business environment in which demand slowed due to sluggish consumption caused by 
inflation. 

In FY2024, we will focus on developing dealers in regional cities in India and expanding sales through e-
commerce, as well as expanding our business by strengthening solution proposals in commercial Applied 
products and expanding sales by taking advantage of the supply capacity of our new plant in Indonesia. 
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The Chemical business was affected by delayed recovery in demand for semiconductor manufacturing 
processes, automobiles, and chemical products, and the resulting adjustments in distribution inventories. 
However, due to sales expansion and selling price measures in markets with strong demand, as well as foreign 
exchange effects, sales were on par with the previous year and operating profit was much higher than the 
previous year. 

Sales of fluoropolymers increased from the previous year due to strong sales of high-performance materials 
used in semiconductor manufacturing equipment, although sales of fluoropolymers for automobiles, LAN 
cables, and other information and telecommunications applications declined. Fluoroelastomers were 
significantly affected by the slowdown in the automobile market. As for fine chemicals, sales of surface 
antifouling coatings, water and oil repellents, and etching gas declined. 

In FY2024, we will focus on spec-in activities in the semiconductor field to capture the recovery in demand for 
manufacturing process applications, and also expand sales for manufacturing equipment, where demand 
remains strong. 

In addition, to meet the growing demand for environmentally friendly products, we will accelerate the 
development of applications for binders and sealing materials, for EV lithium-ion batteries  and repellents for 
textiles. 
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In the Filter business, sales of high-performance filters increased in each region. However, sales fell below the 
previous year's level due to the impact of lower sales resulting from the Company's withdrawal from low-
profit businesses in the US. 

In FY2024, we will continue to aim to expand sales in high-end markets such as semiconductor plants, 
pharmaceutical plants and data centers. 
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In the Oil Hydraulics business, sales increased due to expanded sales for industrial machinery in Europe and 
the United States. 

In the Defense Systems business, sales of oxygen concentrators and pulse oximeters declined in reaction to 
increased demand caused by the COVID-19 pandemic, but orders from the Ministry of Defense increased, 
resulting in higher sales. 

In the Electronic business, sales increased due to higher sales of database systems for the design and 
development fields that meet the needs of the market. 

In FY2024, we will continue to expand sales in markets where demand is strong by capturing customer needs 
in each of our businesses. 
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Due to the record-high sales and operating profit for the fiscal year ended March 31, 2024, we propose a year-
end dividend of JPY130, an increase of JPY10 from the currently announced amount. Together with the interim 
dividend already paid, we plan to pay an annual dividend of JPY250 per share. 

For the next fiscal year, we plan to increase the ordinary dividend by JPY20 to JPY270 per share for the full 
year. Although the business environment remains challenging, we are determined to achieve our performance 
plan and reward our shareholders. In addition, as Daikin Industries celebrates its 100th anniversary this year, 
the Company plans to pay a commemorative dividend of JPY50 for the interim period. 
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Assumed foreign exchange rates for FY2023 actuals and FY2024 are as stated. We estimate that a JPY1 change 
in the value of the US dollar has a JPY1.9 billion impact on operating profit, and a JPY1 change in the value of 
the euro has a JPY0.8 billion impact. 
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The FY2023 results and FY2024 plan for capital expenditures, depreciation, and R&D expenses are shown in 
the table. Even in the current difficult business environment, we intend to steadily implement production 
capacity increase investment, R&D investment, and digital investment for future growth and development. 

That is all for my explanation. 
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Question & Answer 

 

Sakamoto [M]: We will now have time for questions and answers. Mr. Isayama of Goldman Sachs, please ask 
your question. 

Isayama [Q]: My name is Isayama from Goldman Sachs. Thank you very much. 

First, I would like to ask you about North America. I think this will be a question for Mr. Miyazumi. You 
mentioned that the growth rate of DNA sales is 2%. Can you please break this down into the impact of volume 
and the impact of selling price? This quarter, sales volume for applied was also up 34% from the previous year, 
which I believe is largely due to the data center. I would also appreciate it if you could tell me how much the 
data center sales have grown. 

Also, how much do you expect DNA and DAA sales to grow this fiscal year? Also, what is your operating 
margin? You mentioned that the operating margin is 7% overall and 8% planned. What are the actual and 
planned profit margins for DNA? Also, I believe DAA's profit margin is improving, so please tell us your results 
and plans. 

Miyazumi [A]: First of all, I would like to mention the 102% breakdown for DNA year-over-year sales. The 
breakdown of the increase in sales and profit is calculated as follows: The impact of volume is negative 18 
points, while the impact of selling price is positive 4 points, the product mix and other factors are positive 13 
points, and the impact of M&A is positive 3 points. 

Regarding the second point about DNA, as I mentioned earlier, sales were 102% on an LC basis, and the profit 
margin was roughly 9% before amortization of goodwill. In FY2024, we hope to achieve about 107% of LC-
based sales and roughly 10% of OPM. 

As for DAA's profit margin, the FY2023 results were approximately 5%. The profit margin after amortization 
of goodwill for FY2024 is planned to be roughly 6%. 

We apologize that we do not have figures on hand for the volume.  

Isayama [Q]: Regarding DAA, is it correct that the major improvement is for data centers? 

Miyazumi [A]: Yes, that's right. Figures for data centers and factories grew. 

Isayama [Q]: You said the assumption for DNA volume and sales was 4% here and 7% earlier. In the January–

March period, American air conditioner manufacturers and several Japanese-affiliated manufacturers talked 
about the end of inventory adjustments and future inventory buildup. Also, US manufacturers are talking 
about a mix-up of R454B-related price increases, R410A inventory build-up, volume, etc. 

Frankly speaking, I am hoping that there is a little more upside potential in the R32 volume, mix, and selling 
price, and that this is a year when you can be quite aggressive. Can we expect more? 

Miyazumi [A]: I think that other companies are starting to replace R454B with R410A, as you mentioned, 
because the GWP regulation will start in 2025 in the US. In our case, we will proceed with R32. We are planning 
a model change of all residential and commercial models to R32 products by the end of FY2024, and we 
believe that this, along with price increases, will probably contribute to improved profitability. 
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Togawa [A]: I am Togawa. As for the R32, one thing that happened was a cost reduction effect. We expect 
the cost reduction effect to be about JPY10 billion, including the development cost reduction by conversion 
to R32 and the cost of the new plant in Mexico. We also expect the R32 and 410A to have a positive impact 
of nearly JPY1 billion YoY through the increase in selling prices. 

Isayama [Q]: Second, I would like to ask President Togawa. Since assuming office, you have accomplished a 
number of mid-term plans, acquired Goodman (now DNA), overcame the pandemic and various other 
difficulties, and achieved a tremendous expansion of business performance. 

Since you will still be the Chairman and CEO, I am sure you will still play a major role in the next stage of the 
company's development. What measures did you wish you had done more of, what are your regrets, and 
what do you hope to see in the next generation? 

Togawa [A]: During my 13 years as president, I tried to carry on the visionary management that Chairman 
Inoue had developed. I have gained insight into changes in the world, rival trends, and market trends and 
have considered what moves we should make to stay ahead of the curve. I have considered not only the 
concept but also how to incorporate it into concrete measures, implement them, and link them to business 
performance. 

Looking back, what has left the strongest impression on me is that when I became president, Chairman Inoue 
told me that it is the job of the top management to provide answers where there are no answers. 

In that sense, I think the biggest ordeal was the COVID-19 pandemic. It was difficult to see the way forward 
during the pandemic, and there were really no answers. I think it was important to create the answer, 
challenge it, and execute it in the absence of answers. In my own way, I had to judge the situation at the time 
and make a decision to do things. 

At that time, most companies did not make business plans. Even though the situation was uncertain, I found 
my own answers to what to do, took on the challenge, and although our performance declined for a while, 
we recovered in a few years and have made it to where we are today. 

I will now become Chairman and CEO, and as CEO, I will have to make many decisions. My role is to achieve 
the second half of FUSION25, of course, and to create the next FUSION30. 

FUSION30 is currently under consideration. For further growth, we would like to develop a higher value-added 
solution business, such as business solutions and residential solutions. Also, air valorization is not yet a 
business, to be honest. With FUSION 30, we want to commercialize this and create a structure that will allow 
us to make a great deal of money from it. 

Furthermore, we are now doing some cold chain as well. This is only being developed now in areas close to 
consumption areas, with an emphasis on Europe. With FUSION30, we want to develop the entire cold chain 
from the point of production to the point of consumption. My current desire is to create a company that can 
take another leap forward by creating strategic management plans. 

Isayama [M]: Thank you very much for your valuable talk. That's all from me. 

Sakamoto [M]: Thank you very much. Mr. Sano of JPMorgan Securities, please ask your question. 

Sano [Q]: Thanks for your help. My name is Sano from JPMorgan. 
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First, I would like to know your interpretation of heat pumps in Europe for the current period and your forecast 
for FY2025. With regard to the volume of demand in FY2025, you have recently revised your forecast to 1.6 
million units, down by half from the previous level of 3.5 million units. 

Also, I believe you have mentioned that you are planning to increase production to 5 million units; I would 
like to know at what speed you do this. Also, you are projecting a 48% increase in volume this year; has the 
selling price declined as a result of the softening market? Also, how will the introduction of the R290 affect 
your sales? I would appreciate your explanation on these matters. 

Miyazumi [A]: As you have just mentioned, heat pump heating demand in Europe is rapidly declining. We had 
initially assumed that there would be approximately 3 million to 3.5 million units in FY2025. This will probably 
be halved to about 1.6 million units. 

There is a possibility of a little more upside from there. However, the situation in Europe is still severe with 
inflation. Regarding the subsidy movement, the UK has some subsidies, and Germany is also starting to offer 
some subsidies this year. Therefore, we are aware that the worst is probably over, but since the cost of 
electricity remains high, we expect that the demand for heat pump heating will continue to face difficult 
conditions for the next 2 or 3 years. 

We present our forecast for heat pump heating units in 2024 as 148% of the previous year's total. This is based, 
to some extent, on a rebound from the decline in FY2023. We believe that this part of our business needs to 
be monitored with regard to the actual on-site distribution inventory situation and other factors. Basically, 
we will develop our business based on the assumption that the severe situation will continue for the rest of 
this year. 

Sano [Q]: Secondly, I would like to ask President Togawa. Regarding the new management structure, I believe 
that the decision regarding the promotion of the new President Takenaka was made by the Personnel Advisory 
Committee and others. 

However, from your point of view, if you have any episodes in the business fields, areas, or scenes where Mr. 
Takenaka has demonstrated his strength as a leader, we would be very interested in hearing about them. I 
would be interested in hearing something about Daikin's thoughts on personnel matters. 

Togawa [A]: He has always been involved in production for a long time. When he was in charge of production 
and I was the executive director of human resources at the time, the Daikin Declaration of Technology was a 
theme that I personally spearheaded. At that time, I gave various assignments to the production headquarters, 
product development, etc., and he deployed them with great enthusiasm. 

He then moved to the Business Strategy Office of Domestic Air Conditioning, where he led the reform of the 
entire domestic air conditioning business with much leadership. As a matter of fact, I thought he could be one 
of the candidates to succeed me as president in the future. 

Not only that, but in many other ways, I thought it would be a good idea to put him in charge of human 
resources once, so I put him in charge of human resources 4 years ago. I put him in charge of human resources 
because both Inoue and I have human resources backgrounds, and I believe that one of the key elements 
among the various elements necessary for top management is how to move people around. I have seen him 
in charge of human resources for 4 years, and he has been leading various HR reforms, so I thought he should 
be a candidate for president this time. 

The second is that he must be able to carry on our philosophy and people-oriented management, which is 
one of our strengths. I believe that we will continue to face a very uncertain situation of rapid change and 
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uncertainty. In such a situation, it is important to have the ability to change things not as an extension of the 
past but through creative destruction. We chose him because we expected him to have a lot of potential. 

Sano [M]: Thank you for your response. That's all from me. 

Sakamoto [M]: Thank you very much. Next, Mr. Maekawa of Nomura Securities, please ask your question. 

Maekawa [Q]: My name is Maekawa from Nomura Securities. Thank you very much for your explanation. I 
have 2 questions. 

First, I would like to know your thoughts on European business. The figure of a 48% increase in heat pump 
heating sales over the market, as you explained, is a very challenging goal. Am I clear that you expect it to be 
increased by R290, sales expansion, and market share increase? 

Or, with the start-up of the operation of the new plant in Poland, I think the contribution will be mainly to the 
second half of the year, but do you see these measures as close to achieving the goal? I would like to know if 
you could explain more about your thinking on the European business, including the timing of sales growth, 
especially for heat pumps. 

Miyazumi [A]: I believe that demand for heat pump heating in Europe has bottomed out, but I am not yet 
able to predict how much the trend will turn up. Therefore, as you just mentioned, this is a somewhat 
challenging figure. 

However, the factory in Poland is also starting up, and as Mr. Togawa mentioned earlier, we are currently 
working on training installers who can install the system properly. I believe that through steady efforts in both 
production and sales, we will be able to produce large numbers of products and be able to provide them to 
our customers at low prices. 

On the other hand, we anticipate that the current heat pump heating market in Europe will now present a 
considerable element of price competition due to the entry of other companies. We will also offer R290, but 
we are currently focusing on cost reductions by determining how cheaply we can manufacture and install 
them. 

We have set a rather challenging figure, but we are determined to do our best by working to strengthen our 
on-site capabilities. 

Togawa [A]: In addition to what Mr. Miyazumi just answered, this year's budget base is set at 230,000 units 
in terms of number of units, but we think 230,000 units are a must-achieve base, and we are now working on 
the plan for the challenge to reach 270,000 units.  

I mentioned earlier that the operating profit of JPY425 billion is a must-achieve target and that we will 
challenge even higher, and one of the challenges is this theme. 

This was also a theme that we had started working on in the third quarter of FY2023 so that it would not drag 
on into the fourth quarter, since the third quarter was extremely difficult. To repeat what I said earlier, one 
thing is to strengthen our sales capabilities. We have a very strong air conditioning network. The question is 
how to turn this into heating or direct-sales stores that sell heating products. 

Another is a heating wholesaler, and there are wholesale participating stores. Our wholesale stores handle a 
variety of products, and we will create various support programs, etc., so that people will want to deal in 
Daikin products, and we will cultivate loyal dealers who have loyalty to our company. 
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We also took a lot of other measures, such as ISS up, etc., and we felt a considerable response in the fourth 
quarter. If we can further strengthen these measures in FY2024, we believe that 230,000 units is not an 
unreasonable figure. 

Furthermore, one of the factors that has prevented the spread of the sale of heat pump heating in Europe is 
the issue of subsidies. Perhaps the reason for the need for subsidies is that, as I have told you before, the 
installation cost of a heat pump heating system is rather much higher than the purchase price of the complete 
heat pump heating system itself. 

So, as for construction savings, we are trying to keep construction costs low. This is something that 
competitors have yet to do. For example, we believe this can be further expanded by differentiating the 
product by simplifying the water piping work, shortening the construction period by enabling retrofitting to 
existing boilers with add-on construction kits, and significantly reducing costs. 

Furthermore, as Mr. Miyazumi mentioned earlier, we will finally release the R290 in November. Our rivals 
have already launched such systems, but we are now in the process of obtaining subsidies for R290 by 
ensuring their safety and taking the lead in cooperation with the European Heat Pump Association. 

Through these various developments, we are confident that we can reach 230,000 units, and our current idea 
is to further challenge that to 270,000 units. 

Maekawa [Q]: The second point is about the situation of inventory. I would like to ask again about the 
inventory situation, not only in your company but in the entire chain. Specifically, I would like to know what 
the current status of air conditioner inventories in North America and heat pump inventories in Europe is, 
respectively, and whether there have been any changes over the past 3 months. 

Miyazumi [A]: First, on a company-wide basis, we plan to improve the inventory day from approximately 87 
days as of the end of March 2024 to about 75 days as of the end of March 2025. 

By region, in the US, DNA unitary sales expanded, to some extent, in the fourth quarter, but production cuts 
have not kept pace, with inventory holding days at 98 days at the end of March 2024. Our current plan is to 
reduce this to about 78 days as of the end of March 2025. 

In Europe, as we mentioned earlier, the distribution inventory of heat pumps has remained high, and our 
production reduction has been a little delayed. As of the end of March this year, the inventory holding day 
was 101 days. Our goal is to reduce that to 81 days by the end of this fiscal year, March 31, 2025. 

Maekawa [Q]: Could you also share with us the figures for the end of the fiscal year ended March 2023, a 
year ago, if you have them? 

Miyazumi [A]: The fiscal year ended in March 2023, right? On a company-wide basis, it was 91 days. By region, 
it was 111 days in DNA and 86 days in Europe. 

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

Sakamoto [M]: Thank you very much. Next, Mr. Sasaki of Mitsubishi UFG Morgan Stanley Securities, please 
ask your question. 

Sasaki [Q]: My name is Sasaki from Morgan Stanley. Let me ask you 2 questions. 
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First, please tell us about the the concept of the effect of air conditioning sales expansion on sales in the new 
plan. According to the figures you gave us in your presentation, air conditioning business is expected to grow 
by more than JPY280 billion in real terms this fiscal year, taking into account exchange rates. 

In contrast, according to slide 10, operating profit in the air conditioning business is expected to increase by 
JPY90 billion due to the effect of sales expansion. I believe the plan is for a large increase in volume relative 
to the increase in sales. 

While performance in China, where profit margins are high, is not growing, it is growing in other regions. What 
is the background for this volume effect compared to the increase in sales? Especially in the case of your 
company, mix and operation rates will also have an impact here. Could you please elaborate on how you 
arrived at the figure of JPY90 billion for the volume effect in relation to this sales increase? 

Matoba [A]: Mr. Sasaki, this is Matoba. I will answer you. 

The biggest factor in the JPY90 billion increase in profit from volume in this year's plan for the air conditioning 
business is the improvement and recovery in sales volume. As mentioned earlier, our policy is to reduce 
inventories a little, so we intend to produce at a slightly lower level than before. 

The other factor is the mix. As explained earlier, we will promote systemization and servicing, and increase 
the proportion of sales of high value-added products, especially inverters. We plan to achieve this profit 
mainly through increased volume and improved mix. 

Sasaki [Q]: Rather than the effects of the operation, I understand that you are projecting this JPY90 billion 
increase in profit due to the recovery of heat pumps in Europe and sales expansion in the US, as well as an 
improved mix due to systemization and expanded services such as Applied. Is my understanding correct? 

Matoba [A]: I hope you understand it that way. As for factory operations, there is no significant loss on 
reduction of production, but on the other hand, there is also no significant recovery in the level of operations 
compared to the previous year. So, please understand that the impact of production will not be very large. 

Togawa [A]: I would like to add a few words about Europe. In FY2023, if we include all European air 
conditioning, the profit margin was about just under 7%. We are trying to raise this by around 1% to 2% this 
fiscal year. The profit improvement here is significant, and we believe that this is possible through the 
measures I mentioned earlier regarding the profit improvement of heat pump heating. 

Sasaki [Q]: Am I correct in understanding that your intention to focus on improving profitability this fiscal year 
is expressed here? 

Togawa [A]: Yes. The biggest revenue drop we saw last year was from heat pump heating in Europe. We will 
recover that this year. I believe that this is one of the most significant contributing factors in the overall picture. 

Sasaki [Q]: Second, please tell us your thoughts on the change in management structure. I think that Chairman 
Inoue's leadership has been excellent, considering Daikin's history. As President Togawa has mentioned in 
past briefings, I believe that one of the major reasons Daikin has been able to achieve such significant growth 
is that it has created a corporate structure in which it takes proactive steps in response to changes in the 
world and implements them very quickly. Under these circumstances, the management structure is being 
changed but how do you maintain Daikin's excellent corporate culture in the face of changes in management 
structure? How do you intend to further deepen this kind of corporate culture that Chairman Inoue has 
fostered? In the change of the management structure, how do you intend to further strengthen corporate 
structure? I would very much appreciate it if you could share your thoughts. 
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Togawa [A]: It has been 13 years since I became in the top management position, and I have also served in 
the position of CEO since 4 years after I became president. Under the tutelage of Chairman Inoue, I was trained 
in various aspects of management, and I got a firsthand understanding of what management is all about. 

Although I still sometimes ask myself whether I am fully equipped with the various strengths that Mr. Inoue 
has cultivated, I think to myself that some things may have been acquired to some extent. 

In particular, the foresighted business judgment you just mentioned. I myself am always thinking not only 
completing the current year's budget, but always looking beyond that. At the same time as achieving 
FUSION25, I am now considering how to envision FUSION30 and what steps we should take to achieve it. I  
repeatedly thinking about both of these. Then, as a decision, we put them into specific themes to try to do. 

The other is our people-based management which is our corporate culture. The same goes for flat and speedy 
organizational management, and the same goes for diversity management, where we will maximize the 
individuality of each employee and make the most of their strengths to turn them into the strength of the 
Company. We are truly fortunate that our employees have a strong sense of belonging and a high retention 
rate. I genuinely believe that the Company’s strength lies in the fact that its employees are extremely strong. 

In addition, the distance between our top management and the front lines is extremely close. Various 
information and suggestions from the field are constantly coming in. On the contrary, the policies and ideas 
we are trying to develop also spread to the very end. The front lines receive the policies and ideas from top 
management, embody them, and develop them. 

It is a matter of course to inherit such various good elements, but I believe that our next task is our further 
evolvement amidst the changes of the times. For this reason, we have asked Inoue to remain on the Executive 
Officer this time. 

I think the Company will continue to expand globally in the future. We are now in about 170 countries around 
the world, and I think it will spread further to the Global South, including Africa. The number of affiliated 
companies is now 374, and I expect this number to increase further through acquisitions and other means. 
The number of employees is close to 100,000, and I believe this will be far exceeded. 

Therefore the centrifugal force will spread more and more. Centrifugal force is important to get people to 
work independently in the field, but if done poorly, the organization will fall apart. To unify them, centripetal 
force is crucial. In that sense, we are asking Inoue to remain and continue to play a key role as a centripetal 
force. 

Even though he has stepped down as Chairman of the Board, he is still with us, and we can naturally consult 
with him on management decisions. While consulting with him on such matters, we would like to make every 
effort to improve the Company's performance, and then to make it grow and develop even further. 

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

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

McDonald's [Q]: I am McDonald. Thank you for your explanation today. 

First of all, today I got the impression that Daikin is trying to increase its top line more than anything else, 
more than profitability. In the past, especially in the 5 years before COVID, the operating margin was always 
around double digits. However, as a result of spending so much money on investments, R&D, capital 
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expenditures, and M&A over the past few years, profit margins, especially for air conditioning, have not quite 
reached 10%. 

As I recall, FUSION25 is aiming for a profit margin in the Americas of about double digits. Earlier you mentioned 
that DAA's profit margin is 6% and DNA's profit margin is barely 10% before goodwill amortization, which I 
felt was a bit underwhelming in terms of profitability. 

I have heard from foreign investors, other US-based companies are receiving strong orders and inquiries for 
data centers in similar applied markets. Their profitability is 15% or 16%. I understand that Daikin is growing 
its top line, but profitability is not keeping up. That’s how I see. When will DNA's profit margin reach about 
double digits? 

What are your views on improving profitability in the US? 

Miyazumi [A]: The difference in profit/loss compared to other US companies in the Daikin Group is due to the 
business model. Daikin's business model is to increase the top line to generate economies of scale and raise 
margins. 

Since we are vertically integrated and do all of our own development, production, sales, and services, costs 
are naturally heavy. Therefore, the business structure is such that margins fall if we do not sell a large number 
of products. 

On the other hand, other US companies do not pay much money for all development, production, sales, and 
service. For example, they outsource part of the work. I believe that by lowering costs in such a way, they are 
raising their overall margins. 

we are having some discussions within the Company about what direction Daikin should take next. In essence, 
we are also talking about what to do with a vertically integrated business model. Generally speaking, the 
manufacturing industry is going to increase its profit margin through servicing, in essence, by investing 
resources downstream. 

In our case, we are also providing the service and solutions, but on the other hand, we also do the midstream 
part of assembly on our own. Because of this, we believe that in some ways, it is a difficult structure to achieve 
double-digit OP margins. 

Naturally, we have to do solutions business, but on the other hand, there are markets where we have to sell 
a large number of products. 

In the case of air conditioners, there is still a significant amount of emerging market share that can be 
profitably by selling numbers. Therefore, we have to raise the volume and use the cash we get from that for 
the next place. We need to consider how to position each region in the overall business portfolio and turn 
resources around. 

And, as I mentioned, how do we go about a vertically integrated business model? There are several variables, 
so it is difficult to give you a specific answer as to how we would like to do this. However, that is probably one 
of the major issues that will be discussed in the next mid-term plan. 

Togawa [A]: I would like to add my own explanation. 

Simply put, Mr. McDonald's awareness of the problem is also our awareness of the problem. We believe, first 
of all, that the difference between our profit margin and that of our rivals is due to a low solution ratio. 
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The solution ratios of other US-based companies are in the 60% range, whereas that of DAA is still just under  
40%.  

What is needed to achieve this is to accelerate M&A of reps and instrumentation engineering companies in 
North America, which I believe is the first and most important priority. To date, we have completed the 
establishment of sales channels in 13 of the 18 priority cities. We are also in the process of rolling out the 
expertise of reps and instrumentation engineering companies owned by the acquiring firms internally, rather 
than just acquiring those companies. 

We are now looking at acquiring reps in the remaining 5 cities. We have already begun due diligence in several 
cases and expect to complete all of them by the end of this fiscal year, including further integration with our 
own service locations. There are some delays in some areas, but I believe we will be able to fully deploy the 
channels by FY2025. By doing so, together with DAA and DNA, we currently believe that we can bring the 
operating margin to two digits in FUSION25. 

McDonald [Q]: Finally, one question. There are many changes this time, including a change of directors. One 
issue that is often pointed out by foreign investors is that your company does not have a CFO. 

What is the discussion about this within the Company and among the board members?  

Togawa [A]: We do not have a title of CFO, but Koichi Takahashi, Senior Executive Officer, is currently doing 
the CFO-like work. In this appointment, I am going to make him a member of the Board and Senior Executive 

Officer and have him serve as CFO. 

McDonald [Q]: So that's not a big problem. 

Togawa [A]: No. We had only 1 female director and an outside director, but this time, the new board 
composition will include 1 female director from within the Company. I think the CFO role you mentioned is 
important, so we have strengthened the function by having Mr. Takahashi, who has been playing this role up 
to now promoted to a member of the Board and Senior Executive Officer. 

McDonald [M]: Thank you very much. 

Sakamoto [M]: Thank you very much. Mr. Tai of Daiwa Securities, please ask your question. 

Tai [Q]: My name is Tai. I have 2 questions I would like to ask. 

First, I personally feel that if the profit margin is around 10%, then it is better to extend the top line more. 
With regard to that, please tell us about any changes in the potential of the African business, which will 
probably be one of the pillars in the next medium-term plan. 

I believe there is also talk of starting production in Algeria and Nigeria. Also, please let me know if you have 
any updates, especially since there is a lot of interest and concern from European investors. 

Can you also give us any updates related to PFAS, if any? Rather than the status of the lawsuit, can you please 
give us any update on the regulations, the stance of customers on purchasing, whether or not your company 
is getting orders, and the development of alternative products? 

Togawa [M]: Okay. Mr. Hiraga of the Chemical division, who is in charge of the PFAS issue, is here today, so 
he will answer about that first. 
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Hiraga [A]: Thank you. I am Hiraga and I am in charge of Chemical division. First of all, regarding the regulation 
of PFAS, it was said that in Europe, lump-sum regulation is being declared and that the legislation would 
actually start to appear around 2025 or 2026. 

In fact, by last year there was a call for public comment. Traditionally, ECHA usually receives only a few 
hundred comments on proposed legislation, but this time it received a very large number of comments, 5,600. 
In other words, so many people are interested. The Europeans will have to string together those 5,600 public 
comments one by one and respond to them, and at the moment, it is expected that there will be a significant 
delay in the issuance of the proposed regulations. 

As for our company's stance, first of all, in product development, we are promoting the development of more 
sustainable polymers using those with less environmental concerns. With regard to fluoroelastomers, our 
policy is to switch to products based on new technology by 2025. We are also planning to switch all other 
polymers to products based on new technology by around 2030 and now working on this. 

On the other hand, for PFOA, we have already stopped the production and use of these products by 2015, 
and we will continue to promote environmental measures at our plants. As a company that has manufactured 
and used PFOA in the past, we will continue to pay attention to trends regarding PFOA, and we will continue 
to respond to them through repeated consultations with the government. 

Togawa [A]: I would like to explain the Africa strategy. 

With the appointment of directors at the end of June, we are about to start an organizational structure for a 
full-scale expansion into Africa. Until now, Africa has been under European jurisdiction, but Africa is not easily 
embarked on from Europe. 

Also, Daikin Europe is now focusing more on how to expand its heat pump heating and other products than 
on focusing on Africa. That is also why it is not a good idea to put the European division in charge of Africa. 

To sum up, we are trying to put it under the jurisdiction of the Global Operations Division and have the Indian 
division take charge of the African market and develop it. Jawa, Member of the Board, Senior Associate Officer, 
has grown the India business considerably as the regional manager in India. I am going to put him on a dual 
assignment with the regional employee in charge of Africa and let him expand the business into Africa via the 
India route. 

Now the African market is almost entirely dominated by Chinese and Korean manufacturers, and it is a market 
for cheap non-inverter products. In India, we currently have a production capacity of 3 million room air 
conditioners, and we are planning to increase this number to 5 million sooner or later. We are trying to make 
cost-competitive products in India that can compete with Chinese and Korean manufacturers and bring them 
to Africa. 

In addition to non-inverter ACs, in the future we intend to sell inverter ACs as differentiated products, and to 
build a sales and service network for them. Furthermore, we believe that the African market may require a 
unique sales approach. For example, power outages occur frequently. Then, not only air conditioners, but also 
bundled sales with solar power storage, etc. could be considered. It is also necessary to establish such unique 
sales methods that are unique to Africa. 

Furthermore, as I mentioned earlier for residential use, we are also good at commercial use, such as VRV and 
Applied. Chinese and Korean manufacturers have yet to do much of this. The full-scale development of this 
market and strengthening of the sales network and building services for this purpose are intended to be rolled 
out from the end of June this year. 
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Tai [M]: Thank you very much.  

Sakamoto [M]: Thank you very much. Finally, Mr. Fukuhara of Jefferies, please ask your question. 

Fukuhara [Q]: I am Fukuhara from Jefferies. I have only 1 question. 

You have 1 year left toward the mid-term plan. This year, you are planning JPY425 billion. Is this a figure that 
can be confidently achieved? Or do you now consider it a somewhat challenging figure? Could you give us 
your final thoughts on the achievement of this medium-term goal? 

Togawa [A]: What is now very different from when we formulated the second half of FUSION25 is the decline 
in demand, especially for residential use, on an all-global basis. This decrease in demand, including heat pump 
heating, is a major departure from our original assumptions. 

On the other hand, we will increase operating profit in the current fiscal year by expanding sales, increasing 
market share, and implementing sales price measures, even under such severe conditions of declining 
demand. Our operating profit target for this fiscal year is JPY425 billion, and we are determined to achieve it, 
and at the same time, we would like to take on further challenges this year.  

I have just talked about what measures will be taken to achieve it, so I will not go into the details of that. If 
we are able to do this to some extent, we believe that we will be possible to challenge the very tough figure 
of JPY500 billion in the latter half of the FUSION25. 

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

Sakamoto [M]: Thank you very much. This concludes the financial results briefing. 

Thank you very much for your participation to the end. 

[END] 

______________ 
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