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Presentation 

 

Sakamoto: We will now begin Daikin Industries, Ltd.’s Q2 Financial Results Briefing for the Fiscal Year Ending 
March 2025. Thank you all for taking the time to attend today. 

The presentation materials, as noted in the email invitation, are available on our company website under 
Shareholders and Investor Relations. Please feel free to have them on hand if needed. 

I would like to introduce today’s speakers. We have Naofumi Takenaka, President and COO, Member of the 
Board; Koichi Takahashi, Member of the Board, Senior Executive Officer, Responsible for Finance, Accounting 
and Budget; Satoshi Funada, Senior Executive Officer, Responsible for Japanese AC Sales Division; Yoshiyuki 
Hiraga, Senior Executive Officer, Responsible for the Chemical Division; Shoji Uehara, Executive Officer, 
Responsible for Global Operations Division; and Kota Miyazumi, Senior Executive Officer, Responsible for 
Corporate Communication. My name is Sakamoto from the Investor Relations Group, and I will serve as the 
moderator. Thank you for joining us. 

Today’s schedule is as follows: First, we will hear remarks from President Takenaka, followed by an overview 
of the financial results from Vice President Takahashi. We have allocated approximately 40 minutes for this 
portion, after which we will move into the Q&A session. The briefing is scheduled to end at 12:00. 

Now, I would like to invite President Takenaka to begin. 

Takenaka: I am Takenaka. For many of you, this may be the first time meeting me, so thank you for your 
attention. To begin, thank you very much for taking time out of your busy schedules to join us today. I would 
also like to express my deep gratitude for your ongoing support of our business activities. 

Now, as for our financial results for H1, as announced yesterday, despite a challenging business environment 
marked by stagnant demand and rising costs, we managed to exceed the targets announced in May. This was 
thanks to our commitment to key initiatives, such as expanding sales and increasing market share through 
strengthened proposals for carbon-neutral and energy-saving products and services, aggressive price 
strategies, and total cost reduction. As a result, we achieved record-high sales and operating profits. 

Looking ahead to H2, we expect the business environment to remain challenging, with factors such as the 
delayed recovery of the residential air conditioning market in the Americas, sluggish demand for heat pump 
heating in Europe, the downturn in China’s real estate sector, continued inflation-driven cost increases for 
procurement of parts, and rising labor costs. However, we view these environmental changes as opportunities, 
and we will accelerate the execution of our key strategies to maximize the impact of these initiatives, aiming 
to sustain H1’s momentum and achieve record results. 

This year marks Daikin’s 100th anniversary, and we are beginning a unified effort toward the next 100 years. 
While it’s essential to maintain the strengths we’ve developed over the years, we must also continually evolve 
to meet the demands of a new era. 

My role as COO is to avoid falling into traditional ways of thinking, to anticipate changes in society, devise new 
strategies, ensure they are implemented at the operational level, and accelerate the speed of strategy 
execution. 

Since becoming President, it has now been four months of adapting to rapid changes in our business 
environment, working directly with various field operations to develop strategies and lead their execution. In 
this process, we have identified several areas of opportunity brought on by environmental changes, including 
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the shift to R32 refrigerants in the US air conditioning market, long-term demand growth for heat pumps in 
Europe, and the expansion of the volume zone in emerging markets, particularly in India. I see these 
developments as excellent opportunities for our next stage of growth. 

To capitalize on these opportunities, it is essential for us to establish a competitive market position in each 
region and business area, establish cost leadership within these markets, and continue to create differentiated 
products. 

In the North American air conditioning market, we are in the midst of significant changes, such as refrigerant 
and energy-saving regulations, which present an ideal opportunity to expand the market share of our R32 and 
inverter models, areas in which we excel. Additionally, in China, residential multi-systems, heat pump heating 
in Europe, and inverter units in India represent key markets where we aim to establish leadership. 

India’s rapidly growing market represents a vital pillar for the future of the Global South, and we intend to 
leverage new design philosophies and manufacturing concepts there to strengthen our cost leadership. 

Until now, Daikin’s growth has been driven by a product-oriented business model focused on creating 
differentiated products and conveying their value through attentive sales strategies. However, given the 
drastic changes in the surrounding environment, we have concerns that simply continuing on the same 
trajectory will not yield the desired growth. 

To create new growth, we will work to establish new business models needed in today’s world, such as high-
value-added solution businesses and circular businesses like refrigerant recovery and recycling. These will 
become the core pillars of our management strategy, as outlined in our Fusion 25 initiative. 

To achieve the goals of the final year of Fusion 25, we will devise further measures and execute them 
rigorously. Additionally, we will look ahead to the next 10 to 20 years as we work on creating new themes for 
Fusion 30. 

With regard to our financial results for H1, which Takahashi will cover in detail later, both net sales and 
operating profit surpassed our initial targets, with net sales reaching JPY2.4931 trillion and operating profit 
totaling JPY246.6 billion, representing increased sales and profit. 

The business environment this past half-year has proven more challenging than initially anticipated. Even so, 
we successfully expanded sales in applied air conditioning, especially data centers and factory applications for 
North American markets. We also offset negative impacts through capturing demand from the exceptionally 
hot summer in Japan, as well as by expanding sales in India. This allowed us to achieve increased profit over 
the same period last year for the three-month period of Q2, ultimately resulting in record performance for 
H1. 

Allow me to discuss key points for ensuring the achievement of our plan for H2 and beyond. First, our North 
American air conditioning business, a topic of great interest to many of you, saw a loss in share for residential 
unitary air conditioners in Q1, due to our inability to meet the supply needs for R410A units. However, we 
responded in Q2 with an emergency production increase, anticipating that this rush demand will continue 
through the end of the year. 

Simultaneously, we are pressing ahead with our initial plan to replace R410A with our new R32 units, 
leveraging their distinctiveness and advantages to drive rapid sales growth. R32 has several cost advantages 
over R454B, including lower refrigerant prices, higher efficiency, and lower required refrigerant volume. 
Additionally, R32 units are compact and use narrow refrigerant piping, which reduces installation complexity, 
creating further benefits for dealers and contractors. We also aim to significantly expand sales of 
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environmental premium products, including our “FIT” line, by strengthening the development and support of 
premium dealers. 

In applied air conditioning, we continue to see strong sales to markets such as data centers, EV battery 
facilities, and semiconductor manufacturing. Our new factory in Mexico has also boosted our supply capacity 
and reduced costs, enhancing our competitiveness. 

Besides expanding our own sales network in major cities, we are strengthening our solutions business by 
leveraging our acquired custom air handling company’s product offerings, engineering capabilities, and 
proposal expertise, with a solid foundation already in place. This fiscal year, we aim for North America’s 
solutions sales ratio to reach 45%, with the goal of exceeding 50% by the final year of Fusion 25. 

Next, turning to the European heat pump heating business. The European market for heat pump heating has 
been slower to recover and may take two to three years to return to prior demand assumptions. However, 
we believe that the view the market will expand over the mid- to long term remains unchanged. 

Currently, there are signs of change. For example, in the UK, to advance carbon-neutral policies, Scotland has 
banned the installation of gas boilers in new buildings starting in 2024, with replacement installations banned 
from 2028 onward. In England, as of April 2025, new installations in new buildings will also be prohibited. This 
policy shift is driving demand for heat pump heating and increasing sales. 

Looking ahead to market recovery, we are also working to expand our service network through acquisitions 
of heating service companies. In Germany, adoption of the R290 (propane) refrigerant is advancing, and we 
are receiving inquiries. We have now begun production of R290 units at our Polish factory. 

In China’s air conditioning business, the real estate market remains difficult, but the existing home market is 
more stable compared to new construction. We are focusing on meeting renewal demand in the used and 
renovation markets, strengthening our unique solution sales and service offerings to further enhance the 
competitiveness of our residential multi-air conditioning systems. 

In commercial applications, we are accelerating the solutions business for factory use, which is solid due to 
carbon-neutral initiatives. These efforts will maintain high profitability in China’s air conditioning business. 

In India, where we are performing strongly, we are accelerating dealer development and support in Tier 2 to 
Tier 4 cities, aiming to build an extensive sales network. For the final year of Fusion 25, we are raising our 
initial sales target from JPY175 billion to JPY200 billion. Additionally, while strengthening the production 
capacity of our Sri City factory, which began operations last year, we are considering establishing a new plant 
to anticipate future market expansion. 

This fiscal year, we are focusing on themes aimed at improving profitability. Specifically, we are steadily 
moving forward with initiatives to realize the outcomes of upfront investments in capital expenditures and 
acquisitions and to reform our fixed-cost structure. 

That concludes my remarks. I look forward to answering your questions later, together with the executives 
present today. Thank you. 
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Sakamoto: Next, I would like to invite Vice President Takahashi. 

Takahashi: Good morning, everyone. I am Takahashi. Thank you for attending our financial results briefing 
today. I will provide an overview of the Q2 financial results based on the presentation materials. 

Please refer to page three. The business environment remained challenging for both air conditioning and 
chemicals, and as you may know, we experienced a decrease in operating profit in Q1. However, by 
strengthening and rigorously implementing our profitability improvement initiatives that we started at the 
beginning of the fiscal year, we were able to achieve an increase in operating profit in Q2. As a result, our 
performance for H1 exceeded our initial targets for both net sales and operating profit, setting new records. 

The exchange rates realized were JPY153 to the dollar, JPY166 to the euro, and JPY21.2 to the Chinese yuan. 
The impact of exchange rates compared to the previous year resulted in an increase of JPY132 billion in net 
sales and JPY12 billion in operating profit. 
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Please turn to page four for the results by business segment.  

In the air conditioning segment, despite the impact of declining demand for heat pump heating in Europe and 
decreased sales in residential unitary air conditioning in the Americas, we saw robust demand for applied and 
commercial air conditioning as well as growth in strong-performing regions such as India and Japan. 

Additionally, by rigorously implementing our strategic pricing and total cost reduction measures, we 
minimized the negative impact of demand declines and achieved increased sales and profit in real terms, 
excluding foreign exchange effects. This allowed the air conditioning segment to achieve record performance. 

The chemical segment worked to expand sales of high-performance materials for semiconductor 
manufacturing equipment and water- and oil-repellent agents. However, due to delayed recovery in demand 
for the semiconductor manufacturing process and the automotive sector, we saw an increase in sales but a 
decrease in profit. In other businesses, the oil machinery business was affected by weak demand in Europe 
and the Americas, also resulting in increased sales but lower profits. 

The exchange rate impact in the air conditioning business included an increase of JPY122.4 billion in net sales 
and JPY9.6 billion in operating profit, while the chemical business saw an increase of JPY8 billion in net sales 
and JPY2.7 billion in operating profit. I will explain the status of each business and the regional performance 
within the air conditioning segment later. 
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Page five outlines the main items in the consolidated income statement.  

The cost of sales ratio worsened due to rising prices for raw materials and components. Meanwhile, the SG&A 
expense ratio remained at the same level as the previous year. This was achieved by advancing reforms in our 
fixed cost structure, efficiently managing general expenses, and maintaining efficient utilization even as we 
made upfront investments. 
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Page six shows the main items in the consolidated balance sheet and details on interest-bearing debt.  

We have been reducing debt in countries with high interest burdens, resulting in a decrease in total interest-
bearing debt. This fiscal year’s key objective is inventory reduction, and we have made progress by 
implementing production adjustments as planned and increasing sales, which allowed us to shorten inventory 
holding periods as scheduled. We will continue to monitor regional market trends, scrutinize inventory 
content, and aim for optimal levels. 
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Please refer to page seven for an analysis of YoY changes in H1 operating profit.  

Despite the significant impact of declining demand, we minimized the negative effects by expanding sales, 
rigorously applying price measures, reducing costs, and efficiently managing fixed costs. 

Regarding the impact of rising raw material prices and logistics costs on the air conditioning business, we 
estimate a negative impact of JPY9 billion for copper, JPY1 billion each for aluminum and steel, JPY12.5 billion 
for resins and other materials, and JPY5 billion for logistics costs. 
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Please refer to page eight.  

As President Takenaka explained earlier, we have revised our full-year performance forecast upwards to 
retain the portion of H1 operating profit that exceeded our plan.  

In H2, we expect the challenging business environment to persist without the demand recovery initially 
anticipated at the beginning of the year. Under these conditions, we will accelerate efforts to achieve results 
by adding new initiatives aligned with our key themes and strengthening efforts in thriving areas such as 
applied and commercial solutions businesses to respond to environmental changes. 

Additionally, we aim to meet our initial H2 targets by further expanding sales in high-performing regions such 
as India and Japan. We are committed to achieving our full-year operating profit target of JPY428 billion and 
will continue to strive for even higher performance. 
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Please turn to page nine. The earnings outlook by segment is as shown.  

As for the impact of exchange rates, we anticipate a positive effect of JPY39.5 billion in net sales and JPY1.2 
billion in operating profit for the air conditioning business. Conversely, in the chemical business, we expect a 
negative impact of JPY5 billion in net sales and JPY3.9 billion in operating profit. 
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Please turn to page 10 for an analysis of YoY changes in annual operating profit.  

Although H2 will continue to be significantly affected by stagnant demand, we aim to offset the impacts of 
declining demand and rising costs. We will achieve this by expanding sales, increasing market share, and 
enforcing pricing measures and cost reduction. 

The estimated breakdown of the impact of rising raw material prices and logistics costs on the air conditioning 
business includes a negative effect of JPY12 billion for copper, JPY2 billion for aluminum, JPY2 billion for steel, 
JPY32 billion for resins and other materials, and JPY9 billion for logistics costs. 
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Please refer to page 11 for the regional sales trends in the air conditioning business.  

Excluding exchange rate effects, the YoY net sales growth for each region is as follows: Europe at 99%, China 
at 90%, the Americas at 109%, and Asia at 120%. The full-year plan is as indicated, with real YoY net sales 
growth targets, excluding exchange rate effects, of 101% for Europe, 100% for China, 113% for the Americas, 
and 115% for Asia. 



 
 

 

Support 
Japan 050.5212.7790   North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
15 

 

 

Please turn to page 12 for the regional sales trends in the chemical business.  

Here as well, excluding exchange rate effects, the YoY net sales growth by region is 80% for the Americas, 
115% for China, and 94% for Europe. The full-year plan is as indicated, with targets for real YoY net sales 
growth, excluding exchange rate effects, of 98% for the Americas, 114% for China, and 97% for Europe. 
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Please refer to page 13 for a regional overview of the air conditioning business.  

Starting with Japan, demand exceeded last year’s levels in both residential and commercial sectors, driven by 
factors such as nationwide high temperatures, improvements in wage levels boosting consumer sentiment, 
and increased capital investment.  

Against the backdrop of rising electricity costs and growing energy-saving needs, we not only expanded sales 
of high-value-added products but also rigorously implemented our pricing strategies, resulting in significantly 
higher sales compared to last year. 

In H2, we will continue to strengthen the sales of differentiated products that prioritize energy efficiency and 
environmental performance, aiming to expand sales in both residential and commercial segments amid rising 
electricity costs and stricter regulations. 
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Please turn to page 14.  

In the Americas air conditioning business, the residential sector demand surged as companies scrambled to 
secure inventory of R410A units due to regulatory changes on GWP values, prompting product transitions. 
Although our sales of R410A units declined due to our early preparations to switch to the new refrigerant R32 
units, we achieved higher sales than the previous year by significant sales expansion in the applied business. 

Sales at Daikin Comfort Technologies North America were 99% of the previous year’s level in local currency 
terms. Although total unit sales decreased due to the decline in R410A sales, we achieved sales comparable 
to last year by growing sales of the environmentally friendly, energy-efficient R32 units and premium 
environmentally product “Fit.” 

In applied, we expanded equipment sales for data centers and manufacturing industries, with steady growth 
in the solutions business as well. 

In H2, we will proceed with production and sales of R32 units for residential unitary air conditioning as planned, 
accelerating the spread of R32’s advantages within the distribution channels to lead the market. We will also 
expand dealerships for “Fit” and respond to anticipated rush demand for R410A units through increased 
production and meticulous sales management, aiming to regain market share. 

Additionally, in H2 of our strategic management plan, Fusion 25, we are committed to establishing a number 
one position in the North American air conditioning business. Although Daikin Comfort Technologies North 
America and Daikin Applied Americas are separate entities, they operate together, collaborating on initiatives 
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like cross-selling and jointly operating the new factory in Mexico. Together, they aim to achieve top sales in 
the North American market. 

 

Please refer to page 15.  

In the China air conditioning business, we focused on direct sales activities to customers amid a clearer 
economic slowdown, marked by a deteriorating real estate market and cooling consumer spending. We 
maintained a high level of operating profit by expanding sales of high-value-added products, implementing 
cost reductions, and cutting fixed costs. 

Sales of residential multi-air conditioning systems were 92% of the previous year’s level. By combining offline 
and online sales efforts and introducing a new series of system products to capture a broad range of customer 
needs, we maximized sales in a challenging environment. 

We expect this difficult business environment to persist in H2. However, we will strengthen our sales activities, 
targeting not only the new home market but also the renovation and existing home market. Additionally, we 
will enhance proposal-based sales that combine solution services, focusing on securing sales of residential 
multi-air conditioning systems. 
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Please turn to page 16.  

Sales in the Europe, Middle East, and Africa air conditioning business exceeded last year’s level. 

In Europe, despite a significant decline in demand for heat pump heating, we expanded sales in applied, and 
the positive effects of exchange rates contributed to a YoY increase in sales. 

In the Middle East, residential sales grew in Turkey, and commercial sales expanded in Saudi Arabia, resulting 
in higher sales than the previous year. 

With regard to heat pump heating, the business environment remains challenging due to ongoing weak 
demand. However, we are seeing signs of support for heat pump adoption through enhanced subsidies in the 
UK, bans on combustion heating, and growing demand for natural refrigerant R290 units in Germany. 
Production of R290 units began at our new factory in Poland in November and will be introduced to the market, 
primarily in Germany. In France and Italy, we are focusing on increasing market share by promoting 
differentiated R32 units that excel in functionality and design.  

Looking toward future growth, we will continue strengthening our competitiveness in areas such as product 
development, sales structure, and service systems. 

Notice of Correction (February 2025) 
We have identified error in the figures 
for the first half results (table, bottom 
right). We would appreciate it if you 
could refer to the correct figures in 
the financial results presentation. 
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Please refer to page 17.  

In the Asia and Oceania air conditioning business, despite high inflation rates leading to subdued demand, we 
significantly increased regional sales compared to the previous year by accelerating dealer development and 
support in various countries and maintaining strong sales in India. 

In residential, we leveraged our strengthened sales network and supply capacity in India to capture growing 
demand driven by economic growth, resulting in substantial sales growth. Sales also expanded in Vietnam and 
Malaysia, where we utilized established sales networks. 

In commercial, although construction starts were delayed or canceled for large projects, we expanded sales 
by developing dealers, supporting them, and strengthening solution proposals to secure orders for smaller 
projects. 

In H2, we will aim for business expansion through increased adoption of highly cost-competitive inverter units, 
strengthened solution proposals for commercial applications, and expanded sales leveraging the supply 
capacity of our new factory in Indonesia. 
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Please refer to page 18.  

In the chemical business, delays in demand recovery in the semiconductor manufacturing process and 
automotive sectors, as well as subsequent inventory adjustments in the distribution chain, had an impact. 
However, increased sales of water- and oil-repellent agents, along with favorable exchange rate effects, 
resulted in higher sales than the previous year. 

Fluororesins faced challenges from delays in demand recovery for LAN cables and reduced demand for 
semiconductor manufacturing equipment. Fluoroelastomers saw decreased sales due to inventory 
adjustments in the automotive sector. In chemical products, we observed strong sales growth for surface 
antifouling coatings and water- and oil-repellent agents. 

In H2, we will continue expanding sales of high-performance materials for semiconductor manufacturing 
equipment and accelerate application development to meet the rising demand for environmentally friendly 
products. 
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Please turn to page 19.  

The filter business was affected by delayed recovery in the semiconductor market; however, demand 
remained generally stable, and favorable exchange rate effects helped boost sales above last year’s level. 

In H2, we will continue to expand sales in the high-end market to improve profitability. 
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Please turn to page 20.  

The hydraulic equipment business experienced a decline in sales due to weak demand, with reductions in 
sales for both construction and industrial machinery applications. The special machinery business, however, 
saw an increase in revenue thanks to expanded orders from the Ministry of Defense and increased sales of 
oxygen concentrators and low-oxygen systems. In the electronic systems business, sales declined due to a 
drop in sales of database systems for the design and development sector. 

In H2, we aim to expand sales across these businesses by meeting customer needs and focusing on markets 
with strong demand. 
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Please refer to page 21.  

The interim dividend, including a JPY50 commemorative dividend for our 100th anniversary, is set at JPY185, 
with an annual dividend projected at JPY320. These figures remain unchanged from our initial forecast. 
Although the outlook for the business environment remains uncertain, we are committed to expanding 
performance to continue rewarding our shareholders. 
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Please turn to page 22 for the actual exchange rates in H1 of FY2024 and the assumed rates for H2. 

The sensitivity to exchange rates remains unchanged from the initial assumptions. For operating profit, we 
estimate an impact of JPY1.9 billion for each JPY1 movement against the dollar and JPY800 million for each 
JPY1 movement against the euro. This assumes that other currencies, such as the baht and Chinese yuan, 
move in tandem with the dollar. 
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Finally, please refer to page 23.  

The H1 results for capital investment, depreciation, and R&D expenses are listed as shown. Our full-year plan 
remains unchanged. 

Despite the current challenging business environment, we intend to continue implementing investments in 
production capacity, R&D, and digital initiatives to support future growth. 

That concludes my explanation. Thank you very much. 
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Question & Answer 

 

Sakamoto [M]: Now, we will begin the Q&A session. Now, Mr. Isayama from Goldman Sachs, please go ahead. 

Isayama [Q]: This is Isayama from Goldman Sachs. Thank you. I would like to ask about the US—both current 
happenings and the medium-term outlook. First, could you share the first-half performance for DNA, DAA, 
and the overall profitability in the Americas? Additionally, with the YoY sales growth rate for DNA showing a 
1% decline, I would appreciate it if you could break down the factors behind this.  

My understanding is that sales of residential unitary air conditioning continued to decline in Q2, and market 
share also dropped. Sales were down in Q1 and, from what I can see, Q2 remained challenging. Even with the 
increase in production for R410A units, it seems that both profitability and market share are still facing 
challenges. I would appreciate quantitative data as well as a qualitative evaluation of the current situation. 
This is my first question. Thank you. 

Takenaka [A]: This is Takenaka. Regarding DNA, we started increasing production of R410A units in Q2, but 
the shipments and visible impact did not begin until the second half of the quarter. As you pointed out, market 
share did indeed decline. 

However, as R410A units will no longer be available for sale starting next year, we have secured inventory for 
October, November, and December. From next year onward, we will aggressively expand sales of R32 units 
by leveraging their distinctiveness. We see this refrigerant transition as an excellent opportunity, and all of 
our salespeople’s budgets are linked to R32 promotion strategies. Takahashi will provide more specific figures. 

Takahashi [A]: Regarding the overall profitability of the Americas air conditioning business, please consider it 
to be around 8% to 9%. Profitability in the DAA applied business has improved in recent years, so we see the 
profitability gap with DNA narrowing. The main factors behind DNA’s revenue decline include a drop in volume 
of about 4 percentage points, though improvements in product mix resulted in only a slight overall decline. 
Also, in H1, M&A did not have a major impact. 

Isayama [Q]: Understood, thank you. My second question concerns the outlook and risk assessment for next 
year in the Americas, and the measures you are considering. Specifically, I’m quite concerned that there could 
be a significant downturn in demand as a reaction to the rush demand for R410A units fades. Given the decline 
in market share in H1, I’m worried that the lower dealer share might impact the penetration of R32 units next 
year. I’m particularly concerned about whether you will struggle to reach independent dealers, as opposed to 
your in-house dealers. 

In your explanation, you mentioned the cost competitiveness of the R32 units, but I’m concerned this could 
end up as a pricing appeal. If there are any measures to mitigate these risks or if there’s anything you can say 
to alleviate these concerns, I would appreciate it. 

Takenaka [A]: Your question is very much on point, and we also recognize this as a critical area. First, we are 
closely watching interest rate movements and the broader market environment under President Trump’s 
administration. An increase in housing starts would be very welcome. We started boosting production of 
R410A units in Q2, prioritizing shipments to independent distributors. For our own distributors, we have more 
control, so the aim is to avoid losing out to competitors in the independent channels. 

We see a marked increase in R410A units inventory stocking by major distributors, and we estimate that 
distribution inventory levels are more than 10% above last year’s levels. We believe that some of this impact 
will carry over into next year. 
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On the other hand, as Takahashi explained earlier, our Fit sales, for instance, increased significantly YoY by 
174%. We have also already begun shipping R32 units. We have outlined about ten advantages of R32 units 
for customers, retailers, contractors, and dealers, and linked these benefits to our salespeople’s activities and 
budgets. We are currently in the process of promoting this. For our own distributors, the limited inventory of 
R410A units is seen as an opportunity to accelerate sales of R32 units. 

Regarding the refrigerant transition, we anticipate that other companies will incur substantial cost increases 
due to product specifications. It is likely they will pass these costs onto selling prices, and in this environment, 
we also plan to raise prices for our new, high-value products to capture the effects on selling prices measure. 

Isayama [M]: I’ll be watching closely. Thank you very much. 

Sakamoto [M]: Thank you, Mr. Isayama. Next, we have Mr. Sano from JPMorgan Securities. 

Sano [Q]: This is Sano from JPMorgan. I have two questions. First, regarding the Q2 results and the slight 
upward revision to the full-year outlook, could you provide more details? I believe operating profit for H1 was 
about JPY3.6 billion above the initial forecast, but could you clarify the figure excluding the impact of exchange 
rates? Also, with the upward revision of JPY3 billion to the full-year operating profit target, it seems that the 
exchange rate benefit from H1 is reflected here as well. Could you explain the significance of this revision? 

Takenaka [A]: This is Takenaka. Thank you. Since Q1, right after I took office as President, resulted in a decline 
in profits, I personally approached the management and operation of Q2 with a strong sense of urgency. We 
had anticipated a drop in demand in Q1 from the start of the fiscal year, and thus we implemented specific 
and actionable measures to increase sales in strong-performing businesses and regions from Q1 onward. 
These efforts bore fruit in Q2, allowing us to exceed our budget for the quarter. Based on the results of Q1 
and Q2, we decided to revise our outlook upward, taking into account each business division’s determination 
to meet their targets for H2 and carry forward the positive gains made in H1. 

Takahashi [A]: As you mentioned, exchange rates were more favorable than initially planned, so the positive 
effect of the yen’s depreciation is included in this figure. It’s a slight upward revision from the initial forecast, 
but excluding the impact of exchange rates, we see it as a slight underperformance internally. This was 
primarily due to the large impact of reduced demand. Although we worked to counter this through cost 
reductions and other measures, it fell slightly short based on internal evaluations. 

Sano [Q]: Thank you very much. My second question is about the strategy for the European heat pump heating 
business. President Takenaka mentioned positive aspects for certain businesses, such as increasing the target 
ratio for the solutions business in North America and raising sales targets in India. However, regarding the 
European heat pump business, it seems that the demand environment has clearly worsened, and it’s hard to 
see any adjustments in production plans, prices, or other areas. Could you elaborate on the strategy over the 
next two to three years in that regard? Thank you. 

Takenaka [A]: I see. Thank you. The European heat pump heating business has served as a key driver for 
achieving the quantitative goals of Fusion 25. However, due to recent demand declines, demand has almost 
halved compared to our original plans. We expect that it will take about two to three years for demand to 
recover to the originally planned sales levels. 

That said, we are confident in medium-term growth, so we have not hesitated to invest in this area, especially 
in building up our service and dealership networks over the past year and a half. As I mentioned earlier, for 
example, in the UK, we’re already seeing signs of demand recovery, with significant growth achieved. I 
personally feel that demand may have bottomed out. We intend to accelerate the benefits of our improved 
sales capabilities, service strength, and product strength, which we have been refining and investing in over 
time, to capture growth as the market recovers. 
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We have laid out plans and are thoroughly working on training for internal service and sales networks, so in 
H2, we intend to realize these benefits and have entered into an ambitious plan to execute this strategy. 

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

Sakamoto [M]: Thank you very much. Next, we have Mr. Maekawa from Nomura Securities. 

Maekawa [Q]: This is Maekawa from Nomura Securities. Thank you for the explanation. I have two questions 
as well. First, question about Europe. Looking at the July–September quarter, it seems that sales of residential 
air conditioning made a significant recovery. In H1, it was at 108%, but in Q1, it was 92%. You mentioned that 
dealer development has been progressing in Italy and Central Europe, but I wonder if this strong sales 
performance from July to September will continue. 

Earlier, you mentioned that the demand for heat pump heating appears to have bottomed out. In terms of 
Europe overall, including residential air conditioning and inventory levels, do you believe that the market has 
bottomed out, and will it shift to positive growth from here? I’d like to hear your perspective on the future 
outlook for the residential and overall markets in Europe. Thank you. 

Takenaka [A]: Regarding residential air conditioning in Europe, in H1, room air conditioner sales increased, 
helped by the intense heat in Southern Europe. But, in terms of the overall market environment, with the 
economic slowdown in Germany, things are still very challenging. In this situation, I believe that the key will 
be how we can surpass other companies in terms of product and sales strength. 

Maekawa [Q]: In markets like Italy and Central Europe, where you’ve developed dealer networks, are you 
achieving sales that exceed demand through your own efforts? 

Takenaka [A]: Yes, that’s correct. 

Maekawa [Q]: Understood. Thank you very much. My second question is also for President Takenaka. I believe 
this may be the first time you are speaking to us in your capacity as President. Earlier, you shared some 
comments on the effectiveness of various initiatives, including the upcoming Fusion plan. Given all the steps 
your company has taken to lay the groundwork for growth, I’d like to ask if there are any areas you feel still 
need improvement, or specific priorities you have as President. If you could focus on those aspects, I would 
greatly appreciate it. Thank you. 

Takenaka [M]: Areas that need improvement? 

Maekawa [Q]: Yes, areas that may still be lacking, or any particular focus or change you wish to bring about 
as President. 

Takenaka [A]: I see. As I mentioned briefly earlier, I believe we are currently in a golden opportunity. We’re 
seeing shifts in markets where we hold an advantage in our areas of strength across each region, so I think 
this is a great opportunity to leverage our market creation, sales power, product strength, and advocacy to 
expand the business. 

At the same time, the current business environment is changing rapidly, so we need to respond to those 
changes. To further grow the business, I believe that product strength is key. I’ve been President for four 
months now, and I’m dedicating significant effort to this area, regularly discussing with executives in the R&D 
and development divisions how to rapidly introduce differentiated products that can outshine the 
competition. 
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For example, in Japan, a top priority is how to release a product that surpasses the Urusara line. Of course, 
the solutions business remains a major theme of Fusion 25, so we will continue to develop it. 

In considering business expansion for H2, particularly in the solutions field, DAA’s data center business offers 
a strong example. In this area, we’ve launched a cross-functional project under my direct leadership, working 
from the perspective of expanding revenues by horizontally deploying successful cases. 

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

Sakamoto [M]: Thank you very much. Next, we have Mr. Ibara from Morgan Stanley MUFG Securities. 

Ibara [Q]: This is Ibara from Morgan Stanley. I have two questions. The first is regarding the impact of sales 
expansion on profit increases and decreases. Comparing Q1 and Q2, I see that in Q1, sales expansion was at 
minus JPY4 billion, but in Q2, it rose to plus JPY21.3 billion, which had a significant effect on operating profit. 

In past explanations, you mentioned that the highly profitable China business would affect these figures. This 
time, despite the challenging conditions in China, the effect of sales expansion greatly contributed to profit 
growth compared to Q1. Is the background here perhaps that the effects of the heat wave in Japan and 
southern Europe, along with pricing, had a stronger impact on profit than anticipated? Or could it be due to 
changes in product mix or unrealized profit? If you have any analysis of the significant contribution of sales 
expansion to Q2 performance, I’d appreciate it. This is my first question. 

Takahashi [A]: Yes, your points are correct. For example, we captured significant benefits from the hot 
summer in Japan, which contributed to improved performance in our domestic air conditioning segment. 
Although the growth rate in residential sales was somewhat lower compared to the industry, this was due to 
our choice to refrain from offering lower-priced products, focusing instead on a strategy of profitability. So, 
the profitability of our domestic air conditioning business has improved. 

Additionally, our applied business in the US has expanded significantly. With the market remaining strong 
overall, we have been able to respond effectively, leading to a substantial contribution to our performance. 

So, to answer your question, we were able to increase sales expansion benefits while raising profitability, 
rather than simply increasing sales volume by reducing prices. 

Ibara [Q]: So, domestically, the increased volume from the heat wave effect combined with selective order-
taking led to strong sales of higher-priced products, and on top of that, improved profitability in the applied 
business. Is that the main reason? 

Takahashi [A]: Yes, that’s right. Also, India saw both volume growth and improved profitability. So overall, 
increased volume with a focus on profitability was the primary reason. 

Ibara [Q]: Thank you. My second question is for President Takenaka. Looking at the past decade, operating 
profit has increased significantly, but overall profit margins have dropped from around 11% to single digits. 

From an external perspective, it appears that you’re very focused on increasing the amount of profit as a KPI, 
while treating profit margin as more of a result that follows. I get the impression that, rather than focusing on 
improving profit margins by reassessing business segments or spending, your approach has been to maximize 
profit amounts. Going forward, do you intend to continue with a focus on increasing profit amounts, or is 
there a new direction for improving margins? 

For example, when you initially acquired the air filter business, you mentioned the possibility of divestment, 
but you’ve continued and even made new acquisitions in this business. The refrigeration business for 
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showcases are also not necessarily highly profitable. Going forward, will you be reassessing these product 
groups or, in some cases, directing investments to areas with higher returns to target a higher profit margin? 
Are there any new policies or approaches you have in mind as President, or do you intend to maintain Daikin’s 
traditional approach? Could you share your thoughts on this? 

Takenaka [A]: I feel a strong sense of urgency about the need to increase our earning power. Particularly in 
recent years, the sharp increases in raw materials and labor costs have made it challenging to restore our 
gross profit margin, or contribution margin, as discussed today. 

Naturally, we are currently working to absorb these cost increases by adjusting selling prices. The current 
demand decline also makes it difficult to grow volume, which we see as one of the reasons for the lower 
earning power. 

To overcome these issues, of course, we need to enhance product and sales strength. Given these challenges, 
while we will continue expanding businesses through upfront investment, I believe it is essential to prioritize 
and focus on key themes. We are also continuously working to improve indirect efficiency. 

So, by examining our profit structure, product prices, costs, and fixed expenses by region and product line, we 
are identifying issues and taking action to address them. This aligns with our Fusion 25 initiative, where we 
are focused on expanding high-profitability businesses—in particular, the solutions business. We will work in 
parallel to grow this business. While we must continue to increase profit in terms of amount, I am also 
committed to addressing profit margin as you pointed out and am actively working on it. 

Ibara [Q]: While you’re concentrating management resources in high-profit areas, is there a possibility that 
you might withdraw from, or reduce, product lines that are challenging to increase in value? 

Takenaka [A]: It’s not entirely off the table. I do have that idea in mind, but I’ll refrain from commenting on 
anything specific here for now. 

Ibara [M]: Understood. Thank you. 

Sakamoto [M]: Thank you. Next, we have Mr. Fukuhara from Jefferies Securities. 

Fukuhara [Q]: This is Fukuhara from Jefferies. My first question concerns the China business. This time, the 
full-year forecast for China has been revised to be flat YoY. With that in mind, could you explain the outlook 
for the operating profit margin? Given the current challenges in China, with other home appliance 
manufacturers facing losses, it seems competition is intensifying, and costs could increase. If sales don’t grow, 
will profit margins decline? If there are any specific concerns, I’d appreciate it if you could share them. 

Takenaka [A]: As you mentioned, we recognize that the economic situation in China, especially in housing and 
real estate, is very difficult. On the other hand, if we look at it differently, the secondary market—existing 
homes—has been more resilient and hasn’t declined as sharply. 

In response to these market shifts, it’s essential to quickly introduce differentiated products and systems that 
align with current demands. Specifically, we are directing inquires acquired online through live commerce and 
web channels to physical stores, known as Pro Shops, where we can conduct detailed sales efforts. By 
strengthening these touchpoints, we aim to maintain our profit margin. Our intent is to continue maintaining 
a high-profit model by identifying market changes quickly and responding swiftly. 

Fukuhara [Q]: Given the H1 results, do you see any potential for China’s operating profit margin to vary from 
the initially expected 23% to 24%? Also, just to confirm the numbers, you mentioned that H1 sales of 
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residential multi-air conditioning systems were at 92% of last year’s level. How are you viewing the full-year 
forecast? 

Takahashi [A]: Regarding the profit margin, as you mentioned, it remains at around 23-24%. As Takenaka 
noted, we are committed to maintaining pricing for high-value products, so there hasn’t been much change 
in the profit margin. As for the annual plan for residential multi-air conditioning systems, we expect it will be 
slightly below last year’s level. 

Fukuhara [Q]: Understood. My second question is for President Takenaka. The current medium-term plan is 
still underway, but the business environment has changed significantly. Could you comment on areas where 
your views align or differ with those of the Chairman on potentially revising the medium-term plan? 

Takenaka [A]: I wouldn’t say there’s any disagreement between us. Next year is the final year of the medium-
term plan. For areas such as India, applied business, and solutions, which are all performing strongly, we will 
strive to exceed the targets set in the medium-term plan. The revision of the annual plan based on the H1 
results also reflects our intention as we look toward next year, and I don’t believe there are any differences 
of opinion with the Chairman. The Chairman, as CEO, is focused on long-term growth toward 2030, while I am 
fully dedicated to achieving the goals set for 2025 in the short term. That’s what I’m focused on right now. 

Fukuhara [M]: I see, understood. Thank you very much. 

Sakamoto [M]: Thank you very much. Next, we have Mr. Morota from Okasan Securities. 

Morota [Q]: Thank you. I also have a question about sales expansion, which was touched on in Mr. Ibara’s 
question. This quarter, we saw a positive effect from sales expansion for the first time in a while, with an 
increase of JPY21.3 billion. However, I’m concerned that for the second-half plan, you need to achieve a 
JPY65.6 billion effect from sales expansion. 

I’m curious about the definition of this metric. For instance, sales expansion in operating profit shows an 
increase of JPY21.3 billion, but how much does this correspond to in terms of actual revenue growth? Also, 
for the planned JPY65.6 billion in H2, how much revenue growth do you expect to achieve? Could you provide 
details on this? 

Matoba [A]: This is Matoba, and I will address your question. The “Sales Expansion” effect referenced in the 
profit fluctuation analysis mainly results from increased volume as well as changes in the sales mix. Specifically, 
we see profit growth through the sales of higher value-added products and through increasing the added 
value per property through system sales in commercial systems. 

As for the figures, as you noted, in the air conditioning business alone, the sales expansion effect on operating 
income was JPY300 million in Q1. In Q2, this increased to JPY21.3 billion. For H2, we expect an increase of 
approximately JPY50 billion in the air conditioning segment alone. Therefore, we plan to continue driving 
profit growth in H2 by increasing sales volume and market share, along with further benefiting from mix 
effects by focusing on products with higher added value. 

Morota [Q]: Could you disclose how much this corresponds to in terms of sales growth? 

Matoba [A]: In Q1, the effect on sales was around JPY50 billion. For the three months of Q2, it was about 
JPY75 billion. For H2, we are looking at an approximate increase of JPY160 billion. 

Morota [Q]: Can you break down these figures, for instance, by data centers or India? 

Matoba [A]: We have not broken down these figures specifically, but we are aiming to achieve this in total. 
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Morota [M]: Understood. Thank you very much. 

Sakamoto [M]: Thank you. Next, we have Mr. Hotta from BofA Securities. 

Hotta [Q]: This is Hotta from BofA Securities. Thank you. On slide 14, the applied business performance shows 
a H1 result of 131% and a full-year forecast of 116%. By calculation, this suggests a slowdown YoY for H2. 
Could you explain the background behind this? Overall, the North American applied business still seems strong, 
so I would like to understand what factors are at play. Additionally, you mentioned earlier that applied made 
a good contribution to sales expansion. If applied in the Americas is set to slow slightly in H2, how will this 
affect sales expansion overall? 

Takahashi [A]: The figures alone are as you mentioned, and the growth rate is expected to slow slightly, 
according to perspectives from our local teams. Internally, we are discussing ways to keep the momentum in 
H2 and exploring whether there’s potential for additional growth. However, the view from the local teams 
currently is that there will be a slight deceleration. 

Hotta [Q]: Will the slowdown be specific to end markets like data centers or general manufacturing? 

Takahashi [A]: Data centers are expected to remain strong. The expected slowdown applies more to general 
manufacturing, such as factory applications. Growth is still projected, but local teams anticipate it will be 
softer compared to late last year and H1 of this year. This is a judgement based on daily order trends, so we 
will continue to track monthly order figures and aim to capture as much additional growth as possible. 

Sakamoto [M]: Thank you very much. Next, we have Mr. Tai from Daiwa Securities. 

Tai [Q]: This is Tai. Thank you. I have two questions, the first regarding the chemical business. I would like to 
hear your current strategy for chemicals. Recently, we’ve seen industry activity with companies like Honeywell 
pursuing spin-offs and IPOs, especially around refrigerants and other products. Could you provide some 
insights, perhaps also touching on updates regarding PFAS? 

My second question is for Mr. Takenaka. Earlier, you mentioned the idea of restructuring, and from an outside 
perspective, certain areas like filters and refrigeration, which Carrier has recently divested, seem somewhat 
non-core. At the same time, certain elements may be necessary for your solutions business, given the 
changing competitive landscape. Could you share any thoughts on which areas you consider non-core? 

Takenaka [M]: First, I’ll let Hiraga respond on the chemical business. 

Hiraga [A]: Thank you for the question. Regarding our chemical strategy, we still consider the fluorine business 
to be highly important, especially in fields like semiconductors and carbon neutrality, and our customers have 
similar expectations. In line with this, we are working to grow our fluorine chemistry business. For certain 
products, such as water- and oil-repellent agents, we are hearing from customers who want alternatives to 
fluorine. We have thus accelerated development of these alternatives and are currently launching them on 
the market. Strong sales of these products contributed to the performance of water- and oil-repellents in H1. 

We’re also looking to incorporate other high-functioning materials outside of fluorine into our portfolio, 
aiming for synergies between these materials and fluorine. The target markets include semiconductors, 
automotive, telecommunications, and medical sectors. As for future manufacturing, we aim to start recycling 
operations by 2030. 

Takenaka [A]: This is Takenaka. Regarding chemicals, as Hiraga mentioned, over the past four months, I have 
met frequently with end-users and molders, and it’s clear that demand for fluorine is very strong, particularly 
in the semiconductor industry. While there is movement worldwide around PFAS regulations, we are 
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committed to contributing to environmental and social goals, while continuing to expand this essential 
business. 

On your second question, we are not considering any business exits at this time. However, there are areas, 
whether by region or by product, that I have in mind for potential review. Given the internal impact, I’d prefer 
to provide specific information when the plans are more concrete. 

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

Sakamoto [M]: Thank you. Next, we have Mr. McDonald from Citigroup Global Markets. 

McDonald [Q]: Thank you for today. Rather than a question, I’d like to offer a perspective and a request. This 
relates to Fusion 30, the upcoming mid-term plan, and performance-linked executive compensation. There 
have been several questions today about profitability, and from another angle, we’ve seen a continuous 
decline in ROE over the past few years. The drop in operating profit margin, ongoing capital investment, and 
the relative weight of R&D costs have expanded the balance sheet. 

When speaking with foreign investors, I often hear the view that Daikin prioritizes top-line growth, and I think 
it would be beneficial to place more emphasis on profitability and metrics like ROE and ROIC. While we 
understand this year’s results, I believe that presenting a stance focused on ROE, ROIC, and overall profitability 
when you announce the next mid-term plan will help to once again enhance Daikin’s valuation and appeal. 
What are your thoughts? 

Takenaka [A]: Thank you. As we start drafting new mid-term management plan next year, these themes and 
viewpoints will certainly be included in our discussions. For example, we are also reviewing our approach to 
executive compensation, considering specific medium-term goals along with the targets you mentioned. Your 
input is very valuable, and we will consider it closely. 

McDonald [Q]: You mentioned earlier that you have a sense of urgency. After a poor Q1 result, Q2 brought a 
rebound, and today’s stock price has recovered. However, the stock has been stagnant over the past few 
years. I think it would be beneficial for you to consider this sense of urgency from a shareholder and stock 
price perspective as well. 

Takenaka [A]: Understood. I recognize that management efficiency is a high priority. Thank you for your input. 

McDonald [M]: Thank you. I look forward to seeing what’s next. 

Sakamoto [M]: Thank you very much. This concludes the Q&A session. 

With that, we conclude today’s earnings briefing. Thank you all for staying with us until the end. 

Takenaka [M]: Thank you very much.  

[END] 

______________ 

Document Notes 

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



 
 

 

Support 
Japan 050.5212.7790   North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
35 

 

Disclaimer 

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

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

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

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

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

Copyright © 2024 SCRIPTS Asia K.K. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 


