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Presentation 

 

Sakamoto: We will now begin the presentation of Daikin Industries, Ltd.'s financial results for the fiscal year 
ended in March 31, 2025. Thank you for taking time out of your busy schedule to join us today. The 
explanatory material is available on our website under the Investor Relations section and can be downloaded 
if necessary. 

I would like to introduce today's six speakers: 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 chemical Division; Shoji Uehara, Executive Officer, Responsible for 
Global Operations Division; Kota Miyazumi, Senior Executive Officer, Responsible for Corporate 
Communication; I, Sakamoto of Corporate Investor Relations Group, will be the facilitator. Thank you for your 
cooperation. 

Today, we would like to begin with a presentation by Mr. Takenaka, President, followed by an overview of the 
financial results by Mr. Takahashi, Senior Executive Officer. The presentation will last approximately 40 
minutes in length, followed by a Q&A session. This event is scheduled to conclude at 12:00. 

Now, I will hand over to Mr. Takenaka, President. 

Takenaka: I am Takenaka. Thank you very much for taking time out of your busy schedule to join us today. 

In FY2024, both net sales and operating profit exceeded the previous year's levels, enabling the Company to 
achieve its highest ever performance. 

Despite the challenging business environment, such as supply disruptions in Ducted Unitary for Houses in the 
Americas, declining demand in Europe, and the real estate recession in China, we expanded sales in applied,  
commercial solutions and steady markets such as Japan and India. In addition, we thoroughly implemented 
measures to create results in carbon neutrality and energy solutions, which are key themes, as well as 
thorough implementation of strategic selling price measures and total cost reductions. These efforts have 
allowed us to cover negative impacts and achieve profit growth, though we fell short of our plan. 

Mr. Takahashi will explain the details of the FY2024 financial results later. I would like to elaborate our 
business outlook for the current FY2025 and our management approach. 

The annual plan for FY2025 targets net sales of JPY4,840 billion and an operating profit of JPY435 billion, 
aiming for a significant double-digit growth or more in profit on a real basis, excluding exchange rate effects. 
We will also restore the operating profit margin to the 9% level. 

This fiscal year, the air conditioning demand is expected to slow down again in all regions, especially for 
residential use, due to the continuing sluggishness in the US housing market, the difficult recovery prospects 
in the European heat-pump heating market, and the prolonged real estate recession in China. In addition, the 
business environment is expected to remain challenging due to soaring prices of procured parts and labor 
costs caused by inflation, as well as the impact of US tariffs, which will further increase cost-increasing factors. 

In this environment, we will strive to create results from the key themes we have been working on, such as 
increasing selling prices to absorb cost increases, expanding sales and increasing market share, expanding 
sales of applied air conditioning where demand is growing, fundamentally strengthening service solutions for 
commercial air conditioning, fundamentally strengthening global total cost reduction and procurement 
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capabilities, and improving the efficiency of fixed costs. Through these efforts, we aim to offset the negative 
impact and achieve record-high performance. 

With regard to the US Trump tariffs, we have simulated all possible situations in advance and have been 
working on measures to deal with them. As for the direct impact of tariffs, we have factored in a negative 
impact of approximately JPY47 billion on this fiscal year's operating profit forecast, which will basically be 
completely absorbed by higher selling prices and cost reductions. 

Indirect effects, such as economic slowdown and impact on customer demand, cannot be predicted at this 
time. However, we are prepared to minimize the impact by taking flexible measures according to the future 
situation, such as increasing cost reductions, introducing differentiated products ahead of schedule, switching 
suppliers, and taking cost-cutting measures to cope with declining demand. 

In addition, in anticipation of a worsening global economy, we have already launched initiatives to improve 
our corporate structure, increase speed, and enhance our ability to execute by setting six themes to be 
promoted as top management's priority. We will take on the challenge of surpassing the JPY435 billion in 
operating profit planned for the current fiscal year through group-wide efforts on a global basis and by 
creating results in a short period of time. 

This year is the final year of the strategic management plan FUSION25. Although we will not reach the 
quantitative targets we originally set, we believe we will achieve them in real terms, excluding changes from 
our original demand assumptions, such as the European heat pump heating business and the sluggish Chinese 
housing market. 

We will respond to changes in the business environment by focusing on our growth strategy of promoting 
carbon neutral, energy service solutions. Furthermore, we will accelerate the implementation of themes that 
will enhance profitability with a view to medium- to long-term growth, such as strengthening cost reduction, 
drastically enhancing procurement capabilities, and expanding the applied and commercial solutions business. 

In addition, in order to reform our business structure, we announced yesterday an executive appointment. 
For example, for the applied business, the mother of all development centers will be moved back to Japan 
from the US to strengthen the product development function and will be under the direct control of the 
applied business division. Under the leadership of the applied business division, we have created a structure 
to expand our solutions business not only in the Americas but also globally in Asia and Europe. 

Through these structural reforms, we intend to make a major shift from direct expansion systems, in which 
we have strengths, such as room air conditioners, packaged air conditioners, and VRVs, to applied systems, 
and from equipment sales to solution proposals, in order to further develop our air conditioning business in 
the future. 

As for the next growth strategy, we are currently planning "FUSION 30," which will be launched in the next 
fiscal year. In addition to the medium- and long-term growth strategies, we will further strengthen "rate 
management" with an awareness of profitability and cash flow, capital policy, and investment in the next 
growth areas, as well as consider and clarify the policy for shareholder returns in relation to these strategies. 

I would like to talk specifically about some of the measures that will be undertaken in FY2025 and some of 
the themes that will be addressed by the top management. 

First, let me talk about the air conditioning business in North America. In the Ducted Unitary for Houses 
business, Daikin Comfort Technologies North America, Inc. (DNA) experienced a customer turnover due to a 
delay in the supply of R410A units. However, since the second half of FY2024, in addition to getting back 
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dealers who left (win-back) and following up with existing customers, we have launched a new dealer 
development task force and are working to re-strengthen our customer base. 

The win-back plan was hampered by a distribution inventory that exceeded expectations, and the number of 
dealers fell short of our plan. However, the volume of business with dealers that we have regained has 
increased compared to previous years, and we are seeing the effects of our salespeople's efforts to hone their 
proposal skills. 

In order to strengthen profitability from FY2025 onward, our top priority is to regain market share in the 
Ducted Unitary for Houses market, and we will strengthen our entry into the front lines of the field to bolster 
our sales capabilities. We will provide detailed proposals and sales promotion support that goes into each and 
every dealership, leading to the conversion of dealers into Daikin fans. Under the motto, "No inquiry without 
a visit, no order without an inquiry," we are doing this by getting into the front lines of the field. 

In addition, to accelerate sales of environmental premium products, we initiated sales and process reforms 
to improve our proposal sales capabilities. In addition to improving the capabilities of our salespeople through 
thorough training, we have also fundamentally revised our compensation system to raise awareness of selling 
inverter value-added products such as RA/QA and Fit. Unit sales of Fit have grown significantly by 165% over 
the previous year, and we aim to expand this to 300,000 units in FY2025. 

The applied air conditioning business (DAIKIN APPLIED AMERICAS INC. (DAA)) has enjoyed strong sales to the 
data center, automotive, semiconductor manufacturing, and other application markets. The service solutions 
ratio in North America has reached 45%, and this will be raised to 50% to 60% this fiscal year. We will increase 
our supply capacity by launching production at our new plant in Mexico and increasing production capacity at 
our existing plants, and we will fully utilize the acquired custom air-handling unit manufacturer. 

In the air conditioning business in Europe, we will promote the drastic reinforcement of our operating 
structure. In order to strengthen the sales capabilities of the Daikin Europe Headquarters, we have 
reorganized it into a new structure capable of entering into sales companies, quickly grasping market and rival 
trends, and immediately implementing and laterally deploying countermeasures. 

To strengthen profitability, we will accelerate the development of loyal dealers who can propose mid- to high-
end room air conditioner models directly to users and strengthen feature-embedded/user-direct sales. 
Through these efforts, we will work to expand sales of products for commercial use and improve gross profit 
margins. 

In particular, competition in the room air conditioner market is intensifying as Chinese manufacturers enter 
the market more and more. In order to accelerate the development of differentiated products and maintain 
our competitive advantage over our competitors, we have already strengthened the development function of 
our European Design Center. 

For heat pump heating, we will concentrate our resources in key markets such as Italy, France, the UK, and 
Germany. We will pursue measures to strengthen our service network, develop products that enable total 
cost reductions and simplified construction, and otherwise make a drastic turnaround. 

In the air conditioning business in China, we expect the severe business environment to continue in FY2025, 
but we hope to secure earnings mainly from residential multi-air conditioners. We will maintain high 
profitability by promoting the speedy development and introduction of differentiated products that are 
superior to those of Chinese manufacturers and by conducting campaigns in which sales personnel and all 
dealers work together with increased frequency and density. 
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With regard to the six themes that I mentioned earlier, which are to be promoted as top management matters, 
the CEO and COO, who are the top management of the Company, will be involved to speed up the reform of 
the Company's structure, assuming that the global economy will deteriorate. We have already assigned 
officers to lead and sub-lead each theme and have started the study process. 

After finalizing the proposal in about a month, we will add what we can to the budget for the current fiscal 
year. We are considering adding the theme itself, and by working together as a global group, we will produce 
results in the short term. Through this, we will not only achieve our annual plan but also try to exceed it, even 
in an uncertain business environment. 

Here are some specific examples. The first is to accelerate the launch of new and differentiated products. In 
order to both expand sales and maintain selling prices amid the risk of demand slowdown, it is essential to 
introduce differentiated products, system products, and solution products in rapid succession to avoid being 
drawn into price competition with rivals. 

In European heat pump heating, we are taking steps such as bringing forward sales of the R290 Altherma 4 
small capacity by six months. In addition, for other mainstay products, we will determine themes to be 
brought forward or added and clarify the quantitative effects. 

We also believe that our strong sales force has been behind our ability to outperform our rivals in the market 
even under the harsh business environment in China to date. We will transfer the initiatives we have 
developed in China, such as rapid and opportune new product launches and sales policies emphasizing 
profitability, to the Americas and Europe to strengthen profitability. 

The next step is to materialize and accelerate the implementation of global service and service solution 
measures. As demand for applied air conditioning expands globally, particularly in North America, Asia, and 
Europe, we will shift our focus from equipment sales alone to strengthening the development of heat source 
and secondary-side solutions to enhance profitability. 

We will build a foundation to connect with customers through remote monitoring to expand 3S to 5S, not just 
equipment sales and maintenance and upkeep. We will accelerate the expansion and development of service 
menus and commercial products in order to propose optimal solutions based on operation data. To capture 
the data center market, where demand remains strong, we will continue to strengthen our development, 
sales, and service solution support systems throughout the Company and expand horizontally not only in the 
US but also in each region. 

Particularly in the commercial market, we will strengthen total solutions that provide equipment design and 
instrumentation for entire buildings, as well as solutions by application market, such as factories, schools, and 
hospitals. 

In the data center market, we will launch a global project to strengthen the exchange of human resources 
between regions, including the formulation of regional strategies, design and production, technical know-how, 
and promotion of standardization. This will allow us to horizontally deploy our solid North American sales 
know-how on a global basis and establish new technologies such as liquid cooling. 

For factories, the model will be developed domestically and expanded to other regions, targeting Japanese-
affiliated accounts. We will strengthen proposals for space creation that lead to improved working 
environments and carbon neutrality. In schools, hospitals, and offices, we will promote the materialization of 
energy management solutions and IAQ solutions. 

In terms of drastically improving fixed cost efficiency, one of the measures for FY2025 that we are working on, 
we aim to achieve results from the core systems and sales support systems we have invested in each region, 
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as well as by accelerating the efficiency of indirect operations and creating outcomes through personnel shifts 
to growth areas. 

We will also improve profitability by streamlining existing fixed costs through consolidation of offices and 
functions and shifting resources to businesses and themes with high growth potential. 

That is all from me. Mr. Takahashi will provide a more detailed explanation. I, together with the board 
members present today, would like to answer any questions you may have later in the meeting. 

Sakamoto: Next, Mr. Takahashi, Senior Executive Officer, could you please? 

 

Takahashi: Thank you very much for taking time out of your busy schedule to participate in today's financial 
results briefing. I would like to present an overview of the financial results for the fiscal year ending March 31, 
2025, in accordance with the document provided. 

See page three. In the fiscal year ended March 31, 2025, both net sales and operating profit exceeded those 
of the previous fiscal year, marking a new record high. 

The business environment is difficult due to supply disruptions for Residential in the US, declining demand in 
Europe, and the real estate slump in China. Against this backdrop, we focused on strengthening our applied 
and commercial solutions businesses and expanding sales in India and domestic air conditioning. In addition 
to this, we achieved increased sales and profits by creating results in our priority themes of carbon neutrality 
and energy solutions, and by thoroughly implementing strategic selling price measures and total cost 
reductions. 
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Foreign exchange rates were JPY153 to the dollar, JPY164 to the euro, and JPY21.1 to the Chinese yuan. In 
comparison to the previous year, foreign exchange had a positive impact of JPY165 billion on net sales and a 
positive impact of JPY13 billion on operating profit. 

 

Page four shows results by business segment. The air conditioning business secured increased net sales and 
operating profit in real terms excluding the effect of foreign exchange rates and achieved the highest ever 
performance for the air conditioning segment. 

In the chemicals business, we worked to expand sales of fine chemicals, but earnings declined due to a 
slowdown in demand for semiconductors and a delayed recovery in demand for LAN cables. 

In the air conditioning business, the foreign exchange had a positive impact of JPY156.5 billion on net sales 
and a positive impact of JPY11.3 billion on operating profit. In the chemicals business, foreign exchange had 
a positive impact of JPY8 billion on net sales and JPY2 billion on operating profit. 

The status of each business and the regional status of the air conditioning business will be explained later. 
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Page five shows changes in major items in the consolidated statements of income. The cost of sales ratio 
worsened slightly due to higher raw material and parts prices. The SG&A expense ratio remained at the same 
level as in the previous year due to the reform of the fixed cost structure and efficient management of general 
expenses. 
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Page six shows the main items in the consolidated balance sheet and details on interest-bearing debt. 
Regarding inventories, the number of days held in inventory has been shortened due to production 
adjustments proceeding as planned and sales growth. We will continue to scrutinize the details of inventories, 
particularly in the Americas and Europe, and reduce them to an appropriate level. 
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Page seven is an analysis of YoY changes in operating profit. In the midst of the significant impact of declining 
demand, we worked to expand sales and thoroughly implement our selling price policy, while promoting total 
cost reductions, including manufacturing cost reductions and efficient management of fixed costs. 

The breakdown of the impact of rising raw material prices and logistics costs on the air conditioning business 
is as follows: copper was negatively impacted by JPY11.5 billion, aluminum by JPY1.5 billion, steel by JPY0.5 
billion, resins and other materials by JPY22 billion, and logistics costs by JPY9.5 billion. 
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See page eight. The forecast for the fiscal year ending March 31, 2026 is as Mr. Takenaka explained earlier. In 
order to achieve the operating profit plan for this fiscal year, we believe it is important to achieve a solid 
performance in the first half of the year. 

The demand environment remains severe as distribution inventories in the US and Europe remain high in the 
air conditioning business, and the recovery of demand in the semiconductor field is delayed in the chemicals 
business. Under these circumstances, we will strive to achieve the plan through business structure reforms by 
further increasing market share by strengthening sales capabilities, expanding sales of high value-added 
products, and further promoting total cost reductions. 

Excluding the impact of the significant deterioration in demand for heat pump heating in Europe and the 
sluggish Chinese housing market, we plan to achieve the level of operating income of 500 billion yen for the 
fiscal year ending March 31, 2026, as stated in the FUSION25 second half plan. 

We assume exchange rates of JPY140 to the dollar, JPY160 to the euro, and JPY19.5 to the Chinese yuan. 
Regarding the YoY foreign exchange impact, we expect a negative impact of JPY270 billion on net sales and a 
negative impact of JPY37 billion on operating profit. 
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See page nine. The performance plan by business segment is as stated. In the air conditioning business, foreign 
exchange is expected to have a negative impact of JPY256.5 billion on net sales and a negative impact of 
JPY34.5 billion on operating profit. In the chemicals business, we expect a negative impact of JPY11.5 billion 
on net sales and a negative impact of JPY2.5 billion on operating profit. 
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See page 10. As for the direct impact of the US tariff measures on our business performance for the fiscal year 
ending March 31, 2026, we are currently projecting a negative impact of approximately JPY47 billion on 
operating profit. 

This amount is estimated based on the three tariffs already in effect. The first is tariffs on China, Mexico, and 
Canada, and on steel and aluminum. The second is a 10% reciprocal tariff levied uniformly on all US imports. 
However, the reciprocal tariff for China is assumed to be 125%. The third is retaliatory tariffs by China and 
Canada against the United States. The second of these, the estimated amount of reciprocal tariff impacts, 
accounts for about three-quarters of the total. 

Note that our finished products manufactured in Mexico meet USMCA standards and they will be exempt 
from tariffs. 

The main items subject to taxation are as listed. For DNA, some finished products imported from Japan, Asia, 
and Europe, and parts imported from China and Asia are affected. There will be no impact on R32 since the 
purchased refrigerant is produced in the United States. 

For DAA, we expect the impact on finished products imported from Europe and parts imported from Asia. 

In addition, some commercial products in the chemicals and oil hydraulics businesses are also affected. The 
most heavily impacted is DNA, which accounts for about three-fourths of the total. 
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See page 11. On the other hand, the risk of an economic slowdown due to the indirect effects of tariff 
measures is difficult to foresee and has not been incorporated in the plan. There is a risk that the impact of 
reduced demand will become more serious in the future due to slowing economic growth in various countries, 
consumers' reduced willingness to purchase, and companies holding back on capital investment. However, 
we are willing to take prompt action in response to changes in the business environment by taking multiple 
scenarios into consideration. 

We are currently studying the details of measures. Specifically,  to increase our market share by leveraging 
our strength in promoting local production for local consumption, switching suppliers and maximizing the use 
of our production bases in the US and Mexico, and increasing cost reductions and fixed cost containment. 
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Page 12 is an analysis of YoY changes in the full-year operating profit forecast for FY2025. The raw materials 
item includes cost increases due to the direct impact of US tariffs, logistics costs, and component price 
increases by suppliers. In addition to expanding sales and increasing market share, the Company will maintain 
its profit growth trend by implementing thorough sales price measures and cost reductions to offset the 
effects of declining demand and cost increases. 

The breakdown of the impact on the air conditioning business due to soaring raw material and logistics costs 
is estimated to be JPY7 billion for copper, JPY6 billion for aluminum, JPY4 billion for steel, JPY26 billion for 
resins and others, and JPY7 billion for logistics. 
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Page 13 shows sales by region for the air conditioning business. Excluding the effect of foreign exchange rates, 
YoY sales in real terms were 103% in Europe, 89% in China, 105% in the Americas, and 113% in Asia. 

The annual plan for FY2025 is as stated. Excluding the effect of foreign exchange rates, we plan YoY real sales 
of 105% in Europe, 101% in China, 113% in the Americas, and 110% in Asia. 

Operating profit margins for each region in FY2024 were 7% in Japan, 4% in Europe, 22% in China, 7% in the 
Americas, 11% in Asia, 2% in Oceania, and 2% in the Middle East. In FY2025, we plan to achieve higher profit 
margins than in FY2024 in all regions. 
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Page 14 shows sales by region for the chemicals business. Excluding the effect of foreign exchange rates, real 
YoY sales were 96% in Europe, 110% in China, and 81% in the Americas. 

The annual plan for FY2025 is as stated. Excluding the effect of foreign exchange rate fluctuations, we plan 
YoY sales of 100% in Europe, 112% in China, and 127% in the Americas. 
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See page 15. From here, the regional overview of the air conditioning business will be explained. First, Japan. 

Demand for both residential and commercial applications exceeded the previous year's levels due to high 
temperatures nationwide and a recovery in consumer confidence resulting from improved wages, as well as 
improved capital investment. Against the backdrop of rising electricity rates and growing energy-saving needs, 
the Company expanded sales of high value-added products and implemented thorough sales price measures, 
resulting in a significant YoY increase in sales. 

In FY2025, we will continue our efforts to strengthen sales of differentiated products and services that pursue 
energy conservation and environmental friendliness, aiming to expand sales and increase market share in 
both residential and commercial sectors. 
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See page 16. Sales in the air conditioning business in the Americas exceeded the sales target of JPY1,550 billion 
for FY2025, the final year of FUSION25, as the strong applied business offset the delay in regaining market 
share in the Ducted Unitary for Houses business. 

The overall operating margin for air conditioning in the Americas was 7%. Both DNA and DAA had an operating 
margin of approximately 8%. 

Sales of DNA (Daikin Comfort Technologies North America, Inc.) were 98% of the previous year's level on a 
local currency basis. The breakdown of factors contributing to the increase or decrease in net sales shows a 
negative impact of 5 percentage points from volume, while a positive impact of 3 percentage points was due 
to an improved product mix. Selling prices and M&A had no significant impact. Despite our efforts to regain 
market share by urgently increasing production of R410A units and launching sales of R32 units, overall unitary 
sales volume was lower than the previous year due to a delay in customer regain (win-back). 

DAIKIN APPLIED AMERICAS INC. achieved a significant increase in sales thanks to continued strong equipment 
sales, especially for data centers, and steady expansion in the service solutions business. In FY2025, we will 
expand Ducted Unitary for Houses sales through win-back, support of existing dealers, and development of 
new dealers. 

The progress of win-back has been quite slow relative to the plan, at about 30% of the FY2024 actuals. On the 
other hand, these efforts are gradually yielding positive results, such as the resumption of business with major 
dealers and the start of sales at dealers with which we had no prior history of business. By increasing the 
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frequency of visits to customers and promoting the superiority of the R32 units, we hope to recapture a large 
share of the market. 

With regard to R410A units, we will steadily link inquiries to sales through meticulous sales management. 
With regard to the environmental product Fit, we aim to expand sales significantly by developing a sales 
network to handle the product and expanding the product lineup. In the applied business, we will continue to 
expand sales in data centers by utilizing the supply capacity of the new factory we acquired. 

 

See page 17. In the air conditioning business in China, we focused on customer-direct sales activities amid a 
continuing difficult business environment, including a deteriorating real estate market and cooling 
consumption. Operating profit remained at a high level due to efforts to expand sales of high value-added 
products, reduce costs, and cut fixed costs. 

Sales of residential multi-split type air conditioners were 92% of the previous year's level. We believe that we 
were able to secure maximum sales by demonstrating the strength of our sales capabilities through our 
unique sales activities that combine offline and online sales, as well as by introducing a new series of system 
products to capture a wide range of customer needs. 

The business environment is expected to remain challenging in FY2025. However, we hope to maintain high 
profitability by strengthening residential solutions that offer optimal air quality tailored to each customer's 
lifestyle and differentiate ourselves from our competitors. 
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See page 18. Sales in the air conditioning business in Europe, Middle East, and Africa increased from the 
previous year. In Europe, despite a slow recovery in demand for heat pump heating, sales were higher than a 
year earlier due to a focus on sales for residential and commercial use. In the Middle East, sales were higher 
than in the previous year due to increased sales for residential use in Turkey and expanded sales for 
commercial use in Saudi Arabia. 

Although we feel that there are signs that the decline in demand for heat pump heating has bottomed out, 
the business environment is generally difficult. Meanwhile, demand for natural refrigerant R290 units is 
growing rapidly in Germany. Against a backdrop of tighter subsidies and a ban on combustion heating in the 
UK, the Company is leveraging acquired service companies to increase sales. 

A significant demand recovery is not expected in FY2025, and the business environment will continue to be 
difficult. Under such circumstances, we will maximize sales expansion and increase market share by 
strengthening our sales and service systems and introducing new products that meet customer needs. 



 
 

 

Support 
Japan 050.5212.7790     

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
23 

 

 

See page 19. The air conditioning business in Asia and Oceania is facing a difficult business environment with 
sluggish demand due to rising inflation. Against this backdrop, efforts to develop and support dealers in each 
country boosted sales of both residential and commercial products, and overall sales in the region exceeded 
those of the previous year. 

In residential air conditioning, sales grew significantly, taking advantage of the sales network and supply 
capabilities strengthened in India and capturing growing demand on the back of economic growth. Sales in 
Australia and Vietnam also grew, thanks to the sales network we have built up over the years. 

In commercial air conditioning, we expanded sales by developing and supporting dealers and strengthening 
solution proposals, which led to steady orders for small-lot projects. 

In FY2025, we will continue to achieve significant sales growth in India, where strong demand is expected to 
continue. In addition, we will expand our business by increasing the use of cost-competitive inverter units and 
strengthening solution proposals in commercial applications. 
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See page 20. In the chemicals business, sales were at the same level as the previous year due to the rapidly 
deteriorating business environment. Fluoropolymer results were affected by a delay in the recovery of 
demand for LAN wires and a decline in demand for semiconductor manufacturing equipment. 
Fluoroelastomer sales declined due to distribution inventory adjustments in the automotive sector. In fine 
chemicals, etc., sales of oil and water repellants declined, but sales of anti-smudge surface coating agents and 
etching agents increased. 

The business environment in FY2025 is expected to be challenging due to the continued delay in demand 
recovery in the semiconductor and automotive sectors. We will strive to expand sales by identifying favorable 
fields such as materials for AI and semiconductor manufacturing equipment and wire coating materials for 
data centers. In addition, we will strive to expand sales of binders for lithium-ion batteries, sealing materials, 
and repellents for paper applications to meet the growing demand for environmentally friendly products. 
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See page 21. In the filter business, sales exceeded the previous year's level due to generally strong demand 
and the effect of foreign exchange rates, despite the delayed recovery of the semiconductor market. 
Profitability deteriorated slightly due to sluggish demand in the US in highly profitable areas such as the 
semiconductor and pharmaceutical markets, as well as plant reorganization in Europe to improve productivity. 

In FY2025, we will strive to expand sales in the high-end market and improve profitability. 
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See page 22. In the oil hydraulics business, sales of products for construction machinery, vehicles, and 
industrial machinery all declined due to sluggish demand. Sales in the defense systems business increased due 
to an increase in orders from the Ministry of Defense and expanded sales of oxygen concentrators and hypoxia 
systems. In the electronic business, sales declined due to a drop in sales of database systems for the design 
and development field. 

In FY2025, each business will continue to meet customer needs and expand sales in markets where demand 
is strong. 



 
 

 

Support 
Japan 050.5212.7790     

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
27 

 

 

See page 23. The proposed year-end dividend is JPY145, an increase of JPY10 from the current announcement, 
as net sales and operating profit for the fiscal year ended March 31, 2025 have reached record highs. Together 
with the interim dividend of JPY185 that has already been paid, we plan to pay an annual dividend of JPY330. 

For the next fiscal year, we forecast that the ordinary dividend, excluding the commemorative dividend, will 
be JPY330, an increase of JPY50 from FY2024. The total amount remains unchanged as the outlook for the 
business environment is more uncertain than before. However, we intend to reward our shareholders by 
achieving our annual plan and increasing dividends to the maximum extent possible. 
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See page 24. The actual exchange rates for FY2024 and the assumptions for FY2025 are as stated. 

We estimate that a JPY1 change in the value of the yen against the dollar has a JPY2.3 billion impact on 
operating profit, and a JPY1 change in the value of the yen against the euro has a JPY0.6 billion impact. 
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See page 25. The FY2024 actual and FY2025 plan for capital investment, depreciation, and R&D expenses are 
shown in the table. 

Even in the current difficult business environment, we intend to steadily implement investments in production 
capacity expansion, R&D, and digital investments for future growth and development. 

That is all I have to say. Thank you very much. 
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Question & Answer 

 

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

Isayama [Q]: My name is Isayama from Goldman Sachs. Thank you very much. Let me ask you two questions, 
both about the United States. 

First, I would like to know more about your performance in the US market in quantitative terms. The Q4 figure 
of 92% for Unitary in the US market on page 16 looks rather grim, compared to 96% through Q3 compared to 
the previous year. The Company appears to be underperforming compared to the competitors in the US, 
which increased sales for Residential Unitary by roughly double-digit in the January-March period. I would like 
to ask about DNA's sales for Q4. 

At the same time, Mr. Takenaka talked about win-back of what has been delayed. I believe Mr. Takahashi 
mentioned at the Q3 briefing that he wanted to bring the number of dealers back up to 80% of the 8,500. 
How far has it returned? You commented that the distribution inventory prevented it. However, I believe you 
told us that once the 410A inventory is replenished, you will finally be able to go on the offensive. I would like 
to know how much you actually got back. 

Also, regarding market share, I believe you mentioned that it was below 20% at the end of Q3. I would like to 
ask what the current percentage is. I would be grateful if you could provide us with quantitative figures on 
DNA's performance in regaining dealerships and market share. 

Takahashi [A]: First of all, regarding win-back, I believe we mentioned that our goal was to get 80% of the 
8,500 stores back. In the period that ended, it was roughly 30%, which was far short of the target. Since there 
was a considerable accumulation of inventory in distribution, we could not get it back as we had hoped. 

Although we have not announced the target for the current fiscal year, we have set a target of 80% again 
internally and are continuing to visit customers. 

We estimate that the share would have dropped about 3 percentage points, from 23% the year before last to 
around 20%. 

DNA's Q4 sales were about 95% of the previous year's level. 

Isayama [Q]: Thank you very much. For the results you have just given us, are you evaluating that you have 
taken various measures but have lost sales in this quarter? 

Takahashi [A]: In a nutshell, you are right that we are losing market share. We were losing market share until 
the first half, and although we tried to recover, we could not. 

Isayama [Q]: Thank you very much. Second, based on what you have just said, I would like to know DNA's 
sales plan and growth rate for the current fiscal year. 

On page 16, Ducted Unitary for Houses sales are expected to increase 11% YoY. I would appreciate it if you 
could provide us with sales figures that include price and M&A effects in addition to volume. 

In light of the market share trends you just mentioned and the competitive environment, I think there is a 
possibility that market share may return if you do your best in sales promotion without shifting prices. In that 
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case, although profitability is a concern, it appears to outside the Company that the priority should be to 
regain market share. Against this background, I would like to ask for your thoughts. 

Regarding price pass-through, it may be better to be price competitive now. I would like to know your sales 
plan, its accuracy, and your measures. 

Takahashi [A]: We plan to increase DNA's sales in FY2025 to 116% of the previous year's level. We are having 
various discussions internally regarding the current pricing policy. However, there are two major 
environmental change factors, one of which is the cost increase due to the Trump tariffs. As Mr. Takenaka 
explained earlier, with regard to tariffs that are already in effect, we will pass on prices to some extent. Our 
rivals are probably making the same move. 

Regarding the background of your question, the issue is how to price R32 units, since the volume of R32 units 
will be overwhelmingly large in FY2025. Perhaps the competitors will come out with new R454B products. In 
that case, costs will go up considerably, and we expect that our competitors will raise their prices by almost 
10%. In contrast, we plan not to raise it too much. 

Isayama [Q]: Of the 116%, I think about 5 points of the difference with the volume correspond to the effects 
of price and M&A. I believe the original mid-term management plan's operating profit of JPY500 billion and 
the current figure of just over JPY430 billion are your targets. I think the recovery of market share is a very 
important point in the medium to long term. Do you intend to prioritize price or market share? 

Is profitability the only priority, and is the goal to secure margins rather than market share? Or is the argument 
that the urgency in the US is so great that aggressive promotion is not an option? I would appreciate any hints 
you can give us. 

Takahashi [A]: This may sound a little strange, but we are trying to do both. It is very easy to prioritize one 
over the other, but our major proposition is to balance market share with price, or rather, profitability. 

To this end, we will strengthen our sales capabilities and accelerate the development of differentiated 
products, as Mr. Takenaka explained earlier. In addition to the 6 horizontal themes, the entire company has 
identified the big theme of simultaneous pursuit of sales expansion and market share increase in the FY2025 
management plan, and we will basically strive to increase our market share. However, in the US, rather than 
increasing market share, we would like to regain market share and maintain profitability. 

Takenaka [A]: Let me add a little more. As Mr. Takahashi just said, we will aim for both. As mentioned earlier, 
we lost sales to other companies last fiscal year, so from a management perspective, we recognize that 
strengthening DNA's sales capabilities is a top priority. 

This is because when we expand our inverter further in the future with premium products such as Fit and the 
superiority of R32, it is important how strong our sales force is compared to our US-based competitors. Our 
ultimate goal is to be number one. We recognize the importance of clarifying the issues in each region and 
store and taking steps to address them. 

Naturally, the competitive environment and selling prices differ from one company to another, which is why 
DNA is undertaking a major sales reform. Specifically, as part of sales process reform, we are again providing 
thorough training to our salespeople. In the past, when the environment became more difficult, priority was 
placed on volume and sales, but to bring awareness to volume and profit, the compensation system will be 
reformed based on gross profit. We have also introduced regional and customer-specific management and 
CRM, through which executives monitor salespeople's KPI's, thereby fundamentally strengthening their 
impact. 
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In addition to taking measures to at least counter the losses, we would like to fundamentally re-identify the 
issues that need to be addressed in order to make our sales force number one in the US, and take steps to 
address them. 

Isayama [M]: I understand very well. Thank you very much, President Takenaka and Senior Executive Officer 
Takahashi. 

Sakamoto [M]: Thank you very much. Next, Mr. Sasaki of UBS Securities, could you ask your question? 

Sasaki [Q]: I am Sasaki from UBS Securities. Thank you for your cooperation. I would like to ask two quick 
questions. 

The first question is about Europe. The explanation you just gave us also shows that the OP margin in Europe 
was very weak at 4% in the last period. I would like to ask you whether the significant underachievement of 
the plan in the previous fiscal year was due to the deteriorating performance in Europe. On top of that, please 
give us some background as to why profit margins have deteriorated so much in Europe. 

In contrast, what are your forecasts for Europe for the fiscal year ending March 31, 2026? In particular, how 
do you expect to improve the profit margin, which has fallen to 4%, and by how much? What are your thoughts 
and strategies regarding performance? 

Takahashi [A]: There are two main reasons why we fell short of our company-wide plan. The first is Europe. 
However, our performance in Europe has been getting progressively worse since the middle of the fiscal year, 
and this is a major part of the reason why we have not achieved our goal. 

Finally, the management plan was to work considerably harder in Q4, including win-back in North America. 
We failed in this, which we understand was the reason for the failure to achieve the plan. The biggest reason 
for the shortfall was that the performance of the North American air conditioning business and the European 
air conditioning business did not reach the plan. Results for applied air conditioning and domestic air 
conditioning were better than planned, but this could not offset the shortfall. 

Why is the profit margin so low? As Mr. Takenaka mentioned, we are basically continuing to invest in facilities 
and R&D, including the plant in Poland, based on the assumption that heat pump heating will grow 
significantly in the medium to long term. Therefore, in a situation with slightly heavy fixed costs, demand has 
been drastically reduced. 

In 2025, for example, demand has fallen to about one-third of FUSION's assumptions. Sales have fallen 
accordingly, and the structure has become very heavily weighted toward fixed costs. As a result, production 
was lower, which led to inefficiency in all aspects; I believe this was the biggest factor. 

The environment for heating will not improve dramatically in the next fiscal year, but now that we have hit 
bottom, we will continue to improve our performance, including expanding sales of R290 units. We would like 
to increase the profit margin by a little over 1 percentage point compared to the current 4%. 

Sasaki [Q]: Thank you very much. In Europe, if sales of heat pump heating do not recover, will it be tough in 
terms of profitability? Also, there is talk of a stimulus package in Europe, have you seen any benefits from it? 

Takahashi [A]: The most significant factor is the deterioration in the profitability of heat pump heating, but 
internally we see a slight decline in the profitability of residential air conditioners and commercial air 
conditioners as a whole as a problem. 
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In particular, with regard to residential air conditioners, the ratio of the high-value-added zone, in which we 
excel, is decreasing somewhat. We hope to recover this again and aggressively propose new products and 
sales channels to our customers to achieve a certain scale of business. 

As for the economic stimulus package, we have not heard much from the local market that it seems to be 
working and improving business performance. We have heard that tourism demand has returned in some 
countries and that related commercial demand is starting to move. However, in general, we have not received 
much information from the local side as you have just pointed out. 

Sasaki [Q]: I understand very well. Thank you very much. Second, please tell us about your US applied business. 
You mentioned earlier that DAA's OP margin is now 8%, and I believe the scale of sales is also increasing. 

Please tell us how much actual sales were for the fiscal year ended March 31, 2025, and how much sales are 
expected for the fiscal year ending March 31, 2026. You also said you would increase the solution ratio about 
50% to 60%. Please tell us how much applied is expected to contribute to the profit margin forecast for this 
fiscal year. 

Takahashi [A]: As you indicated, we plan to grow applied sales significantly this fiscal year. DAIKIN APPLIED 
AMERICAS is targeting double-digit, over 10% growth in sales. The profit margin was about 8% in the period 
just ended, while there was a slight increase expected this year. 

Takenaka [A]: The profit margin after amortization of goodwill is just over 8% the year under review, and we 
hope to bring this closer to 10% in FY2025. 

Sasaki [Q]: Is the margin increasing by this amount because the solution ratio is expanding? 

Takenaka [A]: Yes. However, the ratio of solutions is still low compared to the three US companies. In 
particular, since our equipment stock is small, we recognize that there is still a gap with other companies in 
terms of 3S, 4S, and 5S for that stock. 

On the other hand, with regard to equipment, sales to data centers have expanded considerably. In the area 
of equipment, demand is very strong right now and we are able to maintain a high profit margin because of 
our supply capacity. In any case, we recognize that expanding solutions is the key to future profitability and 
profit growth. 

That is one of the reasons why we took steps to strengthen this point in yesterday's executive appointments, 
and we intend to expand on this in the future. 

Sasaki [Q]: Thank you very much. According to the explanation you just gave us, sales are now close to JPY1 
trillion and OP margins are close to double digits, so is the US applied business becoming a business that 
contributes to profits to the same extent as the air conditioning business in China? 

Takahashi [A]: The profit scale of the China business is around JPY100 billion, and the US applied business is 
not so large yet. 

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

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

Maekawa [Q]: My name is Maekawa from Nomura Securities. Thank you very much for your explanation. Let 
me ask you two questions as well. 
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The first is about the unitary in the US. You mentioned that sales were hampered by R410A inventory, but 
what is the current inventory situation? I believe that the inventory is decreasing since production is no longer 
possible at the end of December 2024. With inventory levels still high, are you trying to cope with the situation 
through self-help efforts? 

I am sure that it will eventually return to an appropriate level, but I would like to confirm whether this 
understanding is correct. 

Takahashi [A]: Distribution inventories remain high. However, as you have just pointed out, we expect that 
inventory will be aggressively digested as we enter the season. It is difficult to say exactly when the inventory 
will be eliminated but we expect that it will be sooner rather than later. 

Maekawa [Q]: I think that if the housing market itself deteriorates or if other companies attack shipments of 
new refrigerant machines, there may be a delay in resolving the distribution inventory. How has the speed of 
inventory elimination changed compared to the past? 

Takenaka [A]: We expect industry demand for Ducted Unitary for Houses to be about 93% in FY2025, partly 
due to inflation concerns and high interest rates. According to the information we have, the inventory in the 
distribution channel has been built up to 120% of the previous year's level. 

Since the demand is 93%, we have no choice but to give priority to shipments from distribution for the time 
being. Conversely, we expect that the real competition will be after the summer. 

Therefore, we recognize that sales in the Americas during April to June will be quite severe. However, win-
back is still a work in progress, and in the case of the US, different states have different attitudes toward 
energy conservation. By leveraging our strengths and continuing to expand sales of high value-added products, 
we ultimately aim to achieve annual shipments of 111% of the previous year's level. 

Maekawa [Q]: Understood, thank you very much. Second, I would like to ask you about tariff measures. The 
direct cost increase of JPY47 billion is expected to have an impact, which will be countered by price pass-on 
and cost reductions. Sales price is factored in as a factor for the JPY100 billion increase in profit this fiscal year, 
but how much of this is due to the tariff impact that will be passed on in prices? 

You are already seeing movement in the competition. I would like to know about your company's price pass-
through efforts. 

Takahashi [A]: In response to the JPY47 billion cost increase due to tariffs, we plan to take measures of around 
JPY40 billion in selling prices and around JPY7 billion in cost improvement. 

Maekawa [Q]: I understand. In other words, the JPY60 billion, excluding the JPY40 billion, is not from tariff 
measures but from the originally planned sales price measures? 

Takahashi [A]: Yes. 

Maekawa [Q]: Have you already seen any effect of this JPY60 billion? Also, I would appreciate it if you could 
tell us how much work has now been started on the JPY40 billion tariff measure. 

Takahashi [A]: In North America, for example, we have already announced those that were finalized in early 
April. 

Maekawa [Q]: What about the JPY60 billion selling price measure other than tariff measures? Does this 
include price increases during the term? 
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Takahashi [A]: There are two major effects of selling prices. The first is to capture the effect of price revisions 
for new products introduced in the second half of last fiscal year, and the second is to capture the effect of 
price revisions for new products to be introduced this fiscal year. 

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

Sakamoto [M]: Thank you very much. Next, Mr. Ibara of Morgan Stanley MUFG Securities, could you ask your 
question? 

Ibara [Q]: My name is Ibara from Morgan. Thank you for your cooperation. The first is about the profitability 
of the Asian business. In FY2024, sales grew very strongly, especially in India, while the profit margin was 11%, 
the same as last year. 

Originally, the profit margin in India was somewhat lower than that of Asia as a whole, and I believe you 
mentioned that the reason for this was upfront investment. Is this situation still going on? Can you tell us what 
the margins are likely to be for India and Asia as a whole for the next fiscal year? 

Uehara [A]: Thank you for your question. I will answer your question. 

As you have pointed out, the profit margin of the Indian business is still low compared to Asia as a whole, and 
the increase in the profit contribution of the Indian business is a factor pushing down the profit margin of Asia 
as a whole. 

Another factor is the transfer of production of equipment originally exported from Thailand and Malaysia to 
the United States to Mexico. Since the profit margin on those export products was higher than the profit 
margin on the Asian market, this decrease has pushed down the profit margin in the Asian region. 

In response to this, in addition to our ongoing cost reduction efforts, we will also promote initiatives such as 
sales expansion of high value-added products and business-use sales in India, and we hope to raise the profit 
margin in India by about 1 percentage point from the FY2024 level. 

Ibara [Q]: Is the profit margin in India still lower than the Asian average of 11%, even with a 1 percentage 
point increase? 

Uehara [A]: Yes, it is still low. Less than 10%. 

Ibara [M]: Thank you very much. 

Takenaka [A]: In India, the penetration rate of residential air conditioning is still low at 7% to 8%, and our 
business is mainly room air conditioners. 

At the same time, we are developing strong distributors and exclusive retailers that can offer a full lineup of 
products. We hope to use them to increase sales of our high value-added products, products such as multi-
split and commercial VRV in room air conditioners, and to raise profit margins. 

Production is already near full capacity, and we are able to produce everything from room air conditioners to 
applied systems in India. On the other hand, there are still many issues to be addressed in terms of cost. We 
hope to improve our profit margin by increasing the ratio of high value-added products and by implementing 
cost reductions by taking advantage of in-house production. 

We hope you understand that we are implementing the above initiatives. Specific numerical targets will be 
defined in the next mid-term management plan. 
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Ibara [Q]: When I visited India last year, I had the impression that the pricing in India tends to be lower than 
in other countries in Southeast Asia, and that the strategy is more about securing volume. 

Now that you have a sales network, do you want to raise prices a bit more like other Southeast Asian 
countries? 

Takenaka [A]: That is correct. 

Ibara [Q]: Will that be realized starting this year? 

Uehara [A]: In the volume zone, there is a fierce competition with local manufacturers. In that area, the selling 
price difference must be reduced to some extent. 

Meanwhile, demand for high value-added products is gradually increasing. Therefore, we are currently 
working to raise the average selling price by shifting as much as possible to sales of high value-added products. 

Ibara [Q]: Thank you very much. Secondly, the capital investment plan is JPY 290 billion, which is the first time 
in a long time that it has been lower than the previous year's level. 

In such a difficult business environment, is there a possibility that you will revise your business strategy? I 
have the impression that Daikin has been managed with a rather aggressive approach to capital investment, 
R&D, and other activities. 

From what I have heard today, I get the impression that you will continue your aggressive stance and continue 
your company's winning pattern. I would be very grateful if you could give us some indication as to whether 
there is any possibility of a change in policy or any new measures to be taken in the future. 

Takenaka [A]: I believe that it is no longer enough for us to stick to the one-size-fits-all approach that we have 
always been good at, which is to invest on the premise of growth and earn a return. We recognize that this 
will not be enough to strengthen our earning power in the future. 

Until now, we have relied on the growth of its direct expansion air conditioning equipment. However, looking 
at the world, there is still room for growth in the area of applied air conditioning. With this in mind, we are 
now discussing exactly what our capital policy should be if we are to place our focus on the Solutions business 
in the future. 

Ibara [Q]: From the outside looking in, it is difficult to understand the new measures President Takenaka is 
talking about. Do you have any specific examples you can share with us? 

Takenaka [A]: We are currently discussing this internally in order to announce it in the next management plan, 
so please wait a little longer. 

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

Sakamoto [M]: Thank you very much. Next, Mr. Fukuhara of Jefferies Securities, could you ask your question? 

Fukuhara [Q]: Hello. This is Fukuhara of Jefferies. Thank you for your time today. 

The first is the concept of the JPY47 billion in tariff impact with the current forecast. You mentioned earlier 
that the portion to be absorbed through price pass-through is JPY40 billion. However, on page 12, the JPY47 
billion tariff impact is included in raw materials, and selling price is a separate item. 
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If the price pass-through and cost cutting are successful, will JPY47 billion be simply added to the JPY435 
billion of operating profit planned? Or is the tariff impact already included in changes in operating profit, so 
even if it works out, it will not exceed JPY435 billion? 

Takahashi [A]: The negative JPY47 billion due to the tariff impact and the positive JPY47 billion due to the 
absorbing the tariff impact are included in this figure, so please understand that it would be JPY435 billion if 
it could work as planned. 

Fukuhara [Q]: I understand. My second question is about the current status of refrigerants in the US. I think 
there is talk in the industry about a shortage of R454b supply. 

If other companies are forced to raise their prices further due to such a situation, will your company still not 
raise its prices? Could you please explain again the supply situation of refrigerant and the concept of selling 
price? 

Hiraga [A]: I will first answer about supply. We have selected R32, not R454b, and together with the chemicals 
division, we have been establishing a supply system for R32 over the medium to long term, mainly in the US, 
but also in China and India. 

Takenaka [A]: The supply of R32 refrigerant is proceeding without problems. On the other hand, as you 
pointed out, we have heard that there is a considerable shortage of small-lot refrigerant for R454b at some 
sites. R454b is a mixture of R32 and R1234yf refrigerants. We recognize that the R454b supply disruption 
could be an opportunity for us. 

Since we fell behind in sales of R410A units, we are taking steps to gain an edge in sales of new refrigerant 
models, while keeping a close eye on the situation at other companies. 

Takahashi [A]: We are planning to revise and raise the prices of R32 units this year. We do not say that prices 
will not be raised. However, we will not raise prices as much as other companies' price increases. 

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

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

McDonald [Q]: Thank you very much for today. In my opinion, I don't think there has been this much talk 
about market share in a decade or so. 

When it comes to market share and profitability, there does not seem to be a balance. This is related to Mr. 
Ibara's question: capital investment, R&D investment, and M&A investment have been growing all these years. 
As you explained, you had record profits last year and record profits again this year under difficult 
circumstances, which I think is highly evaluated within the Company. However, from the outside looking in, 
costs are substantial but returns are decreasing, and ROE has been declining for the past several years with 
no signs of a turnaround. 

If the next mid- to long-term plan, FUSION30, does not emphasize profitability a bit more and raise the focus 
on ROE and ROIC, I think foreign investors and stock prices will leave Daikin. While it is important to grow the 
top line, I think more attention needs to be paid to profitability and returns. What do you think about that? 

Takenaka [A]: I recognize that you are right. Therefore, our goal for this year is to raise the profit margin again, 
to 10%, and of course, we are considering our capital policy, including where to invest. 
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At the very least, this year we will first shift our emphasis from volume and sales to selling price and gross 
profit margin. In addition, we intend to work on how to increase the composition ratio of strategic products 
and how to reduce unprofitable products. We have instructed each division to ensure that profit margins are 
improved, and we are currently working on this. 

McDonald [Q]: I think that although the US applied business and the Indian business are growing, the profit 
margins on both are lower than the overall average. By this time next year, the company should be generating 
even more revenue. 

Takenaka [A]: I think you are right. Thank you for your input. We are just now beginning to consider the 
portfolio. I would like to take the opportunity to explain again. 

McDonald [M]: Thank you. 

Sakamoto [M]: Thank you very much. The end time is approaching, and we will take the last question. Mr. 
Taninaka of SMBC Nikko Securities, could you ask your question? 

Taninaka [Q]: My name is Taninaka from SMBC Nikko Securities. Let me ask you two questions. The first is 
about the concept of fixed costs. In the fiscal year ended March 2025, the negative impact of fixed costs on 
operating profit was planned to increase by JPY73 billion YoY. Please give us some background on how you 
were able to control this to JPY46.5 billion. Is it also possible to control the negative impact of JPY86 billion on 
operating profit due to fixed costs planned for the fiscal year ending March 31, 2026? I know it depends on 
the volume to some extent. 

Takahashi [A]: I remember receiving comments from everyone at the last briefing and other meetings that 
there was little reduction in fixed costs. 

As I mentioned at the beginning of this presentation, the situation in North America and Europe deteriorated 
rapidly, and the entire company has been working to improve cost efficiency since the latter half of the fiscal 
year. We evaluate that we were able to capture the positive results of these efforts 

We are willing to invest this much in fixed costs in order to make sure that we can do the themes we want to 
do this fiscal year. The majority of the costs include depreciation, research and development, and personnel 
costs. 

However, as I mentioned earlier, the indirect impact of the Trump tariffs has not been determined. So at this 
point, we are also preparing a contingency plan for how much we will reduce fixed costs if demand decreases 
to a certain degree. There is a consensus within the Company to lower the amount of fixed costs if the business 
environment deteriorates. 

Taninaka [Q]: Thank you very much. The second point is regarding price. While sales expansion effects and 
sales volume fell short of the plan to some extent in the fiscal year ended March 31, 2025, profit growth due 
to selling price effects was JPY33 billion as planned. Could you give us some background on this? Also, is there 
any certainty that the JPY102 billion planned for the current fiscal year can be achieved even if sales volume 
declines to some extent? 

Takahashi [A]: As we mentioned in our previous answer, we are conscious of profitability, and we have 
basically ensured within the Company that we will complete the measures to increase sales prices that we 
initially set forth. We believe this allowed us to increase prices almost as planned. 
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Therefore, there has been an opinion during discussions with the front line that if the price had not been 
raised, the sales volume would have been a little higher. In the previous year, however, we focused on 
profitability. At this point in time, we plan to work through this selling price plan again this fiscal year. 

However, again, we have discussed internally that if demand drops significantly due to the indirect effects of 
the Trump tariffs, it will be very difficult to achieve this price increase plan. As Mr. Takenaka mentioned, one 
of the very important themes that we are promoting as a top matter is to accelerate or advance product 
development, even with minor changes. 

We believe that unless we produce products that appeal to customers, we will not be able to raise selling 
prices in a period of declining demand. Under the direction of top management, the currently planned product 
development plan to move forward or materialize some additional minor changes is already underway. 

Taninaka [M]: I understand very well. Thank you very much. That's all from me. 

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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