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Presentation 
 

Monri: Thank you very much for joining us today despite your busy schedules. We are now going to start 
Daikin Industries, Ltd.'s briefing on sustainability. 

As for the briefing materials, you can find them on our website as we have informed on our company website 
under the shareholders and investors section yesterday. Please prepare them at your convenience. 

I will now introduce today's speakers. We have Katsuyuki Sawai, Senior Executive Officer, Responsible for CSR, 
Global Environment Affairs, and External Relations, Shoji Uehara, Executive Officer, Responsible for Global 
Operations Division, Satoru Fujimoto, General Manager of CSR and Global Environment Center, Kazuma 
Koyama, Senior Manager of Tokyo branch External Relations Department, and Kazuhiro Matoba, Department 
Manager of Corporate IR Group, Corporate Communication Department. 

Please note that Mr.Miyazumi, who was scheduled to speak today, is absent due to illness. We apologize for 
any inconvenience. 

I am Monri from the Corporate IR Group, Corporate Communication Department, and will be serving as the 
moderator today. Thank you in advance for your cooperation.  
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Here is the agenda for today's meeting. Firstly, Mr. Fujimoto will explain the current situation surrounding our 
company and our efforts towards carbon neutrality. Then, Mr. Koyama will report on the recent COP28 that 
we attended. Following that, our main topic for today, Mr. Uehara will discuss our initiatives in the Indian 
market. 

After approximately 45 minutes of presentations, we will have a Q&A session. 
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Fujimoto: I am Fujimoto, primarily in charge of environmental matters. Thank you for having me today. 

I would like to provide an overview of the current situation surrounding our company and our comprehensive 
efforts towards achieving carbon neutrality. 
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Our company is advancing toward carbon neutrality. This is centered on our group management philosophy, 
shown on the bottom left, which emphasizes contributing to the planet, cities, and people as part of our value 
creation, as explained on the upper right. We're coordinating this effort with our Environmental Vision 2050 
and FUSION initiatives, which are indicated at the bottom. 
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The diagram on the left illustrates our Environmental Vision 2050, which aims to achieve a balance between 
air quality and environmental sustainability. It's not just about the vision; as indicated in the graph on the 
bottom right, the air conditioning market is growing rapidly, making the push toward carbon neutrality 
challenging. However, we have outlined a scenario to address this. 

Our strategy involves reducing emissions as much as possible and ultimately, contributing to reductions 
outside of what's commonly known as Scope emissions. 

The reductions achieved through our products are represented in green. Supporting this are our three core 
technologies: heat pump technology, inverter technology, and refrigerant control technology, particularly 
centered around R32. 
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In recent years, as will be discussed later, the importance of air conditioning has been re-evaluated at events 
like COP28, within the United Nations, the IEA, and by environmental NGOs. We have long advocated for the 
critical role of air conditioning in combating climate change, and it seems that this viewpoint is finally being 
recognized. 

I'd like to briefly introduce an example from an NGO called CLASP, which gathers and organizes global data 
on this topic. 

According to them, by doubling the efficiency of air conditioners and implementing the Kigali Amendment, 
we can reduce CO2 emissions by 1.1 billion tons by 2050. Additionally, they state that heat pump heating 
systems alone have the potential to reduce emissions by 1.8 billion tons just for space heating. This 
demonstrates the significant potential for emissions reduction that these technologies hold. 
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In our company's case, it's not just about what we can do independently, but rather we are making efforts to 
transform the entire market into one that is environmentally friendly. We've been actively involved in shaping 
market rules and providing technological support. 

As a result, when we look at the current market penetration rate of inverters, they are nearing 100% in many 
regions. Asia is slightly behind, and the spread in America will be last, but gradually we are moving in that 
direction. 

Regarding R32, as shown in the top-right graph, the penetration rate is rapidly increasing, nearing 80% in 
various regions. We expect America to be the last in this adoption as well. As indicated in the bottom-right 
graph, R32 has a lower GWP compared to other refrigerants, and it also requires a smaller charge amount. 
Therefore, we believe it has the potential to reduce the warming impact to about 1/4 of that of the 
refrigerants traditionally used. 
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Now, let's discuss FUSION. We have been quantitatively developing our carbon neutrality strategy as part of 
our strategic management plan. The three boxes shaded in blue on the left indicate that carbon neutrality is 
one of the pillars of our growth strategy. 

Below that, you can see our carbon neutrality targets, which first aim to lower the emission rate by 30% by 
2025 and 50% by 2050, compared to a BAU scenario. This includes not only Scopes 1 and 2 emissions but also 
Scope 3, meaning we are committed to reducing emissions during the use of our products. We have set and 
are pursuing these targets. 

As shown on the right, we focus on reducing emissions from manufacturing in our factories, product usage, 
disposal, and new business ventures. Additionally, we are expanding our contribution to the reduction 
amount. 
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I would like to introduce the progress of our carbon neutrality efforts. The base year is 2019, and we are 
working towards achieving a 30% reduction by 2025. The blue dotted line represents our target trajectory. As 
indicated here, we are progressing almost as planned. 

There is a slight shortfall, which we believe is due to the situation in Ukraine, resulting in the electricity 
emission factor not decreasing as much as expected. However, as stated at COP28, there is a plan to triple 
renewable energy, which, although not certain, presents a possibility. Even if this does not materialize, we are 
also considering covering as much as possible through our own efforts. 
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I'd like to discuss our factory carbon neutrality. Reduction at chemical plants is indeed challenging and will 
take a little more time, but we aim to make factories related to machinery, air conditioning, and filters carbon 
neutral by 2030, striving for zero-emission factories. As you can see in the graph on the left, the orange line 
represents our target trajectory, and we are currently tracking below it. 

In fact, despite a 20% to 30% increase in production volume in 2020 due to the expansion of air conditioning 
demand, we have managed to reduce CO2 emissions by 10%, achieving a rapid reduction. This progress is a 
direct result of the Fusion management plan, where strategies were implemented across all regions at once. 

The measures listed on the right side include our efforts. For example, in Japan, we are pushing for zero 
emissions at our factory in Sakai, Osaka. In the US and Europe, there are systems in place that make it easy to 
purchase green electricity, so we are buying approximately 50% green power in the US and almost 100% in 
Europe. 

Furthermore, in China and Asia, we are covering our needs by installing as many solar panels as possible on 
the roofs of our own factories. I believe this is significantly advancing our progress towards carbon neutrality. 
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This is just for your reference. Even in the US, with the passing of the Inflation Reduction Act (IRA) in August 
2022, there has been an acceleration in the adoption of heat pumps and energy conservation efforts. 

Regarding refrigerants, the AIM Act was enacted last October, and with refrigerant regulations starting in 
January 2025, the use of older refrigerants will be phased out, leading to a shift towards options like R32, 
which we use, and the competing refrigerant R454B, which I expect will also gain traction. 

Additionally, in the US, there is a strong focus on refrigerant management. There's a possibility of a very 
distinctive regulation being implemented, mandating the use of reclaimed refrigerants. 
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This is about Europe. As many of you may be aware, within the Fit for 55 package, there's the REPowerEU 
plan, which aims to introduce 30 million heat pumps. 

Also, under the EPBD, the building energy regulations, there's a shift away from supporting or recommending 
old boilers and fossil fuel heating systems. 

In terms of Eco Design regulations, boilers and heat pumps are starting to be assessed on similar scales, which 
I believe will lead to progress in adoption. 

Under the F-gas regulation, a very stringent revision was agreed upon in October last year. Refrigerators or 
heat pumps will be regulated to have a GWP of 150 or less by 2025 and 2027, which means R32 will no longer 
be usable. Additionally, it is said that HFCs will be banned in the future, and we are facing significant challenges 
in responding to these changes. 

With this, I conclude my presentation. Thank you very much for your attention. 

Monri: Thank you, Mr. Fujimoto. Next, we will have Mr. Koyama report on his participation in COP28. 
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Koyama: I am in charge of external relations; my name is Koyama. I will be presenting our participation in 
COP28 and the issues we are considering for the future. 
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Firstly, although this information has already been covered by the media, COP28 was held in Dubai at the end 
of last year. It is said that over 80,000 people attended. My impression was that the venue was very spacious 
and bustling with attendees. 

The outcomes of COP28 include the first-ever Global Stocktake, which is an inventory of progress towards 
greenhouse gas emission reduction targets, and an international agreement to achieve a 60% reduction by 
2035.  

Additionally, as Prime Minister Kishida mentioned during the summit, the commitment made at COP28 to 
triple the introduction of renewable energy and to double the rate of energy efficiency improvements is also 
seen as a key accomplishment. 

For Daikin Industries, this was actually our first time participating. However, it wasn't just Japanese members 
from our team but our global members as well who joined forces, totaling 13 participants. We were able to 
enter areas of the COP venue that are typically restricted to negotiators and engage in the proceedings there. 

I will outline five key activities we engaged in at COP28. Firstly, we made our debut at the Japan Pavilion, 
which was hosted by Japan's Ministry of the Environment. Here, we showcased our high-efficiency inverter 
technology as a means of conserving energy. 

Secondly, we participated in a side event concerning air conditioners. This was co-hosted by the Ministry of 
Economy, Trade and Industry and the Ministry of the Environment, which I believe was a first. Mr. Sawai from 
Daikin was one of the speakers at this event. 
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Thirdly, our team of 13 members took part as speakers in seminars at various national pavilions, as well as 
seminars hosted by JICA and UNEP. 

Fourthly, COP28 was the first COP to focus on air conditioning, where the Global Cooling Pledge was 
announced, and we have expressed our support for it. I will provide more details on this later. 

Lastly, on December 6, the Buildings Breakthrough was launched, led by countries like France and Morocco. 
This initiative is not just about air conditioning but also aims to advance decarbonization in the broader 
context of both buildings and construction. We have also expressed our support for this. 

Today, I will delve a bit deeper into points one, two, and four from these activities. 

 

As I mentioned earlier, there has been a significant focus on energy conservation. Looking back to the period 
leading up to our participation in COP28, the topic of energy saving has been part of our communications 
since the G7 Sapporo Climate, Energy, and Environment Ministers' Meeting in April last year. 

Energy efficiency has been dubbed the "first fuel" of decarbonization, and there has been a continuous 
dialogue within the contexts of the G7 and G20 about the need to double efficiency improvements. 

In this light, we believe that our participation in COP28 at the end of the year came at an optimal time for us 
to advocate for energy efficiency. 
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The Japan Pavilion booth at COP28 wasn't very large, but we made full use of it to promote our energy-saving 
inverter technology. It was a very unique booth, featuring wooden figurines. 

We deliberated on how best to explain the technology of inverters so that visitors could understand and 
experience it. While I cannot show you a video today, there was a wooden model at the booth that could be 
spun by hand. By turning it, visitors could feel the difference in load when using an inverter compared to not 
using one. From there, we provided more in-depth explanations. 

As a result, we welcomed over 1,000 visitors from more than 50 countries. We perceive the number 1,000 as 
quite significant, as there was a constant stream of people visiting. It was particularly valuable that we could 
speak directly to government officials from various countries involved in energy matters, individuals with 
whom it is usually difficult to arrange meetings. Being able to discuss our products in person while they viewed 
the actual devices, I believe, was a very fruitful outcome. 
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Additionally, at a side event, we focused on energy efficiency and another key theme: the lifecycle 
management of fluorocarbons, encompassing the recovery, recycling, and destruction of refrigerants. We 
held a panel discussion on these significant topics, inviting relevant personnel from various countries to 
participate. 

Mr. Sawai from our company shared our initiatives in various countries and elaborated on the content 
previously mentioned by Mr. Fujimoto. In addition to Japanese government officials, we also had direct 
conversations with representatives from the IEA, the US DOE, and the government of the host country, the 
UAE. We believe this was a great opportunity that will lead to valuable connections in the future. 
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Returning to the Global Cooling Pledge that I mentioned earlier, December 5 at COP28 was designated as 
Cooling Day, marking the first time a day at COP has been given this focus. On this day, the Global Cooling 
Pledge was announced. 

As noted in the middle of the slide, the content of the pledge emphasizes the significant role of energy 
efficiency in the face of rising demand for cooling and the consequent increase in energy needs. It reiterates 
the commitment to doubling the rate of energy efficiency improvements. Additionally, it includes the proper 
management of refrigerants, including HFCs, and the pledge encourages international efforts to progress in 
this area. 

63 countries, including Japan, Europe, and the US, have signed this pledge. The commitments within the 
pledge are made by national governments, outlining what they are expected to uphold. 

We have declared our support for this initiative on Cooling Day and intend to continue endorsing the 
policies advanced by governments. The pledge is aligned perfectly with our past efforts and what we must 
continue to work on in the future. 
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That concludes our overview of participation in COP28. Based on this experience, I will now discuss our current 
considerations for future engagements. 

As I mentioned at the beginning, one key outcome from the Global Stocktake at COP28 includes several 
decisions, notably the international commitment to a 60% reduction by 2035. We anticipate that national CO2 
reduction targets will be revised and discussed over the next year or year and a half. 

Naturally, Japan, among other nations, will need to be involved in this process. In our particular domain, it has 
been agreed to include all gases and sectors in the scope of the Paris Agreement. We will need to analyze how 
this inclusion, for example, relates to our refrigerant management and initiatives. 

Secondly, there is a transition towards sustainable lifestyles, and in Japan, the Ministry of the Environment is 
promoting decarb activities. Behavioral change among individuals is deemed necessary. We are considering 
what policy support is needed to ensure our air conditioning units are used at appropriate temperatures. 

Thirdly, there's the circular resource approach, which suggests that efficient use of resources contributes to 
decarbonization. This extends beyond equipment to how refrigerants can be effectively utilized, and we plan 
to discuss this further with the government. 

Regarding changing tides and our response, we have been part of various international conferences, and 
although COP28 was our first, we have previously participated in meetings focused on the Montreal Protocol 
and other air conditioning-related international conferences and agreements. Looking ahead, next year, 
COP29 will be held in Azerbaijan. 
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For instance, we are considering how heat pumps will be addressed within the framework of COP and 
including such aspects, we aim to step up our international response, advocacy, and rulemaking in the future. 

Thank you for your attention. 

Monri: Thank you for the presentation. Next, Mr. Uehara will provide an update on our initiatives in the Indian 
market. Please go ahead. 

 

Uehara: Thank you once again for being here today. I am Uehara, and I oversee the air conditioning business 
in Asia and emerging markets at Daikin. 

Today, I will talk about our initiatives in the Indian market, focusing on the balance between sustainable 
business expansion and environmental consideration. I will start with an introduction to the Indian market 
and Daikin India, followed by a discussion of our specific efforts in this area. 
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First, I will give an introduction to the Indian market and Daikin India. 

This slide is about economic trends. As you may already know, India surpassed China in 2023 with a population 
of 1.428 billion, becoming the world's largest country. Accompanying this demographic shift is significant 
economic growth, and India is emerging as one of the largest consumer markets in the world. 

The Indian government is actively inviting foreign investments and, with its Make in India policy, is offering 
various incentives to attract manufacturing industries. As shown in the bottom left chart, India is projected to 
become the world's third-largest economy by 2027. 
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Next, I'd like to introduce the residential air conditioning market in India. As mentioned, the residential air 
conditioners’ market in India is expected to grow explosively. India, which has been experiencing deadly 
heatwaves recently, has many high-temperature and high-humidity regions, leading us to believe that there 
is a substantial latent demand for air conditioning. 

However, the penetration rate of residential air conditioners in India currently remains at just about 7%. With 
the middle class expected to expand further, we anticipate a rapid increase in demand. 

The middle section is about the market size trend. According to our estimates for FY2022, the market size for 
residential air conditioners is approximately six million units. We expect this to reach 10 million units by 2025. 

Furthermore, following Prime Minister Modi's Make in India policy, not just Daikin but various air conditioner 
manufacturers are increasingly investing in India. 
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 Next is a brief overview of Daikin India. With its headquarters located in Gurgaon, close to Delhi, Daikin India 
is developing rooted local business activities toward becoming the number one air conditioning brand. 

As shown on the left side of the slide, we have been focusing on the localization of production and 
development. In 2009, we established a production base in Neemrana, Rajasthan, near Gurgaon, and 
expanded our production capacity in 2012. In 2016, we localized product development and have been pushing 
forward with further localization efforts. As part of these efforts, we appointed a local Indian, Mr. Jawa, as 
president early on and have been localizing our executive team as well. 

As depicted in the bottom left diagram, we currently operate four manufacturing plants and two R&D centers 
in India. Additionally, we have built another factory in Sri City, about 70 kilometers north of Chennai, which 
started operations in July. For FY2022, our sales exceeded JPY100 billion. 
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This slide shows the history of Daikin India. Daikin entered India in the year 2000 as Daikin Shriram 
Airconditioning Pvt. Ltd. By 2004, Shriram Airconditioning had become a wholly owned subsidiary of Daikin. 

In 2009, Mr. Jawa took over as president, and concurrently, we established our production base in Neemrana. 
In 2012, we commenced the production of residential air conditioners, and in 2016, we established an R&D 
center. 

That was a brief introduction to the air conditioning market in India and Daikin India. 
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Now, let's move on to our sustainable business expansion initiatives. I will cover both product initiatives and 
human resource development. 

Daikin's initiatives towards 2050 are shown on this slide. Particularly on the left side, we have summarized 
the characteristics of the Indian market. First, there is an explosive expansion of the air conditioning market 
driven by economic growth. As a result, we expect an increase in electrical power consumption and 
environmental load due to the proliferation of air conditioning. 

Moreover, we face the challenge of adapting to the region's harsh climate. For example, some areas 
experience temperatures exceeding 50 degrees Celsius. Simply transplanting air conditioners used in 
developed countries, like those in Japan, to India can result in frequent failures and reduced lifespan due to 
extreme conditions. We need to address these issues. 

Additionally, there is a shortage of skilled labor. By 2025, there will be a need for about 200,000 skilled workers, 
especially on-site installers and technicians. The overwhelming shortage of these technicians and the Make in 
India policy are considered significant characteristics of the market. 
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For product initiatives, I will introduce three key areas: creation of the inverter market, promotion of low 
global warming potential (GWP) refrigerants, and development of region-specific products. 

Firstly, for the creation of the inverter market, many of you may be familiar with inverter air conditioners. 
Inverters control the current, voltage, and frequency to efficiently regulate the compressor motor, which is 
the heart of the air conditioner, reducing power consumption. 

To promote the proliferation of inverter air conditioners, we have been leading the industry in India by 
advocating for the introduction of energy-saving labels and stricter energy efficiency standards with the BEE. 

As a result, energy-saving labels were introduced in 2015, and their use became mandatory in 2018. By 
applying these labels to all air conditioners, consumers can now easily identify which models are energy- 
efficient. Furthermore, in 2022, the energy-saving regulation values were raised, further advancing the 
adoption of inverter technology. Going forward, another increase is scheduled for 2025.  

As shown in the bottom left chart (Figure 1), the inverter rate is said to have exceeded 70% as of 2022. With 
the additional increase in energy-saving regulation scheduled for 2025, we expect the adoption of inverter 
technology to progress to around 90%. 
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Next is the promotion of low-global warming potential (GWP) refrigerants. Daikin has pioneered the 
development and market introduction of the low-GWP refrigerant R32. 

In India, we were quick to start the production of air conditioners for residential use in 2012, simultaneously 
introducing products that use R32 refrigerant. In 2019, Daikin decided not to exercise its patent rights for R32 
to promote its wider adoption. Now, it's believed that virtually all air conditioner manufacturers use R32 for 
their residential air conditioners. 
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For your reference, the graph depicts the effectiveness of air conditioners equipped with inverters. Compared 
to non-inverter air conditioners, those with inverters are expected to offer roughly a 50% energy-saving effect. 

Furthermore, the low-GWP refrigerant R32, compared to the traditional R-410A refrigerant, has 
approximately 1/3 the global warming potential. By introducing products that use R32 refrigerant inverter air 
conditioners to the market, we expect a synergistic effect that can lead to even greater energy efficiency. In 
this way, we have been vigorously promoting the adoption of R32 inverter air conditioners in the Indian 
market. 
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Regarding the development of products suitable for the Indian market, it's important to note that India still 
faces significant instability in its power supply, with frequent power outages. Sometimes, the voltage can 
surge up to around 500 volts. To accommodate such conditions, Daikin has been selling air conditioners 
equipped with specially designed electronic circuit boards that do not break even under 500 volts of voltage. 

Moreover, the road conditions are quite poor, and air conditioners transported by truck often get severely 
jostled. As a result, we use a thicker and more robust type of frame compared to the ones used in Japan. 

Air pollution is also a serious issue in India, leading to the corrosion of components like aluminum used in air 
conditioners. Therefore, we are selling air conditioners equipped with parts that do not corrode even in India's 
atmospheric conditions. 

In this extremely harsh climate, we are continuously localizing the development of our products to create air 
conditioners that do not easily malfunction. The biggest challenge to popularizing inverter air conditioners in 
India is the cost increase associated with incorporating inverters. 

Furthermore, addressing the unique environmental challenges of India leads to additional costs. Nevertheless, 
we are vigorously working on cost reduction to ensure that inverter air conditioners can be widely used in 
India. We aim to achieve widespread adoption of energy-efficient air conditioners through this balance. 
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Next, I'll introduce two initiatives related to human resource development. 

This slide is about human resource development in Daikin India. As noted on the bottom left, there is a 
significant shortage of skilled technicians, with an estimated need for 200,000 in the next five years. The Indian 
government, under the Make in India policy, is attempting to attract manufacturing industries, and Daikin is 
collaborating with educational institutions and both the Japanese and Indian governments to address this gap. 

Among the main initiatives are the establishment of industry-academia collaborative training institutions  and 
a Japanese-style manufacturing school. Through these efforts, Daikin aims to train 150,000 technicians by 
2025. 
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The first initiative is skill enhancement through industry-academia collaborative training institutions. In 
partnership with universities and educational institutions, we have been cultivating air conditioning engineers 
since 2016, with the goal of training 150,000 personnel by 2025. 

Not just at Daikin, but I believe this is true for other companies as well. Individuals who undergo this kind of 
training often become sales representatives or engineers who install air conditioners. However, our efforts 
go beyond this. We refer to our industry-academia collaborative training institutions as Centre of Excellence 
(COE) so that they can work at our factories, and we have established 18 COEs in India. 

Additionally, by expanding horizontally, we have already operationalized one Centre of Excellence (COE) each 
in Sri Lanka and in East Africa, specifically in Kenya and Tanzania. In FY2023, we have conducted training for 
nearly 3,000 participants across these COEs. 
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I would like to briefly introduce the human resource development at the DJIME, Daikin Japanese Institute of 
Manufacturing Excellence. This project is a joint initiative of the Japanese and Indian governments, aimed at 
training Indian youth in Japanese manufacturing techniques to elevate the skill level of the Indian workforce. 
Daikin was invited to participate in this project among other companies, and we are involved in the project. 

The course, focusing on air conditioning and manufacturing, includes classroom learning as well as practical 
skills like brazing and welding. It's a one-year program where participants learn air conditioning technology. 
Additionally, for those who find one year too long, we have introduced a three-month short course to 
continue our efforts in talent development. 

In India, women often have limited opportunities to work, and people from rural areas may not have access 
to education, resulting in restricted social advancement. Therefore, for the first batch, we specifically targeted 
women, focusing on developing female technicians and promoting gender diversity. 

As shown below, the number of female workers at Daikin India's Neemrana factory was only 10 in 2015, but 
it increased to 500 by 2023, many of whom are graduates of this Daikin Japanese Institute for Manufacturing. 
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That concludes our presentation on Daikin's sustainable business expansion efforts in India. 

In summary, we are promoting the adoption of R32 refrigerant inverter air conditioners, including efforts to 
lobby the government for higher energy efficiency standards. 

Furthermore, we are developing air conditioners that can withstand the unique challenges of India, and we 
are working on cost reduction strategies to offset the increased costs, thus making energy-efficient air 
conditioners accessible to the general public. In addition, through initiatives like DJIME and COE shown on the 
right side, we are committed to the development of skilled technicians. 

Finally, Daikin plans to continue investing in India. By establishing factories and utilizing local suppliers, we 
aim to employ many people and contribute to India's development. 

That is all from me. Thank you very much for your attention. 
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Question & Answer 

 

Monri [M]: We will now begin the Q&A session. If you have any questions, please raise your hand. 

Maekawa [Q]: I am Maekawa from Nomura Securities. Thank you for your time today. I have two questions. 

First, I would like to inquire about the Indian market. According to your explanation, the inverter ratio in the 
Indian market has become quite high, at about 70%. 

I believe this is a result of Daikin's increasing market share and the manifestation of your company's strengths. 
How do you see the competitive environment evolving in the future? For example, in China, the volume zone 
faces fierce competition, and in some cases, the entire market has become a red ocean. With this in mind, 
could you tell us your outlook for the Indian market? 

Uehara [A]: Thank you, Mr. Maekawa. 

In the Indian market, our main focus is on expanding our share in the volume zone. Therefore, we are actively 
working on cost reduction and developing products that can compete effectively in the volume zone. 

One characteristic of the Indian market is that local manufacturers like Voltas and Blue Star are our 
competitors. Additionally, as I mentioned earlier, energy-saving regulation values have significantly increased. 
In this sense, it's turning into a battle in Daikin's favored arena of inverter air conditioners, and I believe we 
are well-positioned to compete. 

However, I think local manufacturers will continue to gain strength, so we need to make further efforts in two 
major areas. 

One is in devices. Daikin plans to locally produce essential components such as compressors and motors in 
India. In the new factory in Sri City that I mentioned earlier, we will also start a factory for compressors and 
motors, localizing the production of these core components. The other area is suppliers. We will actively 
attract suppliers to India. By focusing on these two areas, we aim to achieve both cost reduction and quality, 
and to compete effectively against local manufacturers. 

Maekawa [Q]: I understand that the President of Daikin India is also the Chairman of the Refrigeration and 
Air-conditioning Manufacturers Association (RAMA) in India. I think your company is very skilled at lobbying 
and creating systems, especially in terms of regulations. Could you tell us if such efforts are going well in India? 

Uehara [A]: The goal of RAMA is to contribute to the development of the air conditioning sector in India. We 
are actively promoting energy-efficient air conditioners, which is also beneficial for the growth of the industry 
in India, and we are working on raising the energy-saving regulation values. 

Moreover, importing core components does not align well with the Make in India policy. Therefore, as an 
industry association, we are lobbying the government to add various incentives for device factories, including 
production-linked incentives (PLI). We are sharing our direction with the government's goals, and they are 
supportive of our initiatives. I believe we are making good progress in this area. 

Maekawa [Q]: My second question is about refrigerants. In the US, as refrigerant regulations become stricter, 
I understand that R32 is seen as a growing opportunity. However, there is competition with R-454B, and I 
wonder if the way these regulations are set could disadvantage R32. 
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Also, regarding Europe, where regulations are expected to become stricter, I haven't seen any innovative 
refrigerants, like natural refrigerants, emerging from  companies. Is there a risk that regulations will become 
stricter without viable alternative refrigerants? Or is there a possibility that air conditioners will start using 
natural refrigerants? 

Could you provide more details about refrigerants in both Europe and the US? 

Fujimoto [A]: Firstly, in the US, the ratification of the Kigali Amendment has been slow, but it's finally starting 
to take off. We believe this presents an opportunity for the spread of R32, which we've been anticipating. 
While R-454B, a competitor, is also an excellent refrigerant, it is a blend and, in a sense, more challenging to 
handle. There are concerns about its unpredictable behavior in the refrigerant circuit of air conditioning 
systems. 

We see three main advantages for R32. First, it has a proven track record with sales of hundreds of millions 
of units worldwide. Second, as a single-component refrigerant, R32 is easier to recover and recycle compared 
to the blended R-454B. Third, R32 offers better performance as a refrigerant for air conditioners, allowing for 
more compact equipment design. 

The disadvantage, however, is that R-454B has a lower global warming potential, but when considering the 
overall product lifecycle, including refrigerant performance, the difference may not be as significant. 

Regarding Europe, we are aware of the very strict refrigerant regulations. However, once the laws are in place, 
we have no choice but to comply, so we are progressing with the development of new refrigerants. 

Propane is an excellent natural refrigerant but it is hazardous. We believe that the range of control within the 
manufacturer's capabilities is manageable. However, it's challenging for manufacturers to control all aspects, 
such as transportation, servicing, and disposal. Therefore, we think it's necessary to establish a proper societal 
system before introducing such refrigerants widely. We are planning to create guidelines and involve other 
companies in this initiative. 

We are also in the process of developing safer refrigerants other than propane, with the help of NEDO. 

So, for the time being, we will continue to focus on the recovery and recycling of R32, and in the future, we 
will explore various possibilities, adapting to the situation and regulations of each country. This is our 
approach to refrigerants. 

Maekawa [Q]: So, R32 can still be used after 2027 as it can be recovered and recycled, which gives you some 
time to transition. 

Fujimoto [A]: Yes, exactly. We are working on transition measures and considering future strategies. 

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

Sawai [A]: I would like to add one point about the F-gas regulations. The clause includes a provision for a 
reassessment of the regulations in 2030. However, as it stands now, F-gases are banned. 

As Mr. Fujimoto mentioned, we are exploring the use of natural refrigerants, but R-290 has safety issues, and 
CO2 results in larger equipment and lower energy efficiency. So, we are currently discussing the advocacy 
direction for 2030, considering the usefulness of F-gases. 

Monri [M]: Next question, please. 
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Gunji[Q]: Thank you for the explanation. My name is Gunji from Capital. I have two questions. 

First, if the US administration changes and the IRA is partially amended, what impact do you foresee? Even 
without the benefits of the IRA, do your products have selling points that appeal to consumers, such as being 
more power saving? Could you elaborate on this? 

Fujimoto [A]: Thank you for your question. 

I believe that the US is quite polarized, and even if the administration changes, I think that energy conservation 
will advance significantly at the local and state levels. I don't expect the current major trends to change 
drastically. Of course, there will be some impact, but I don't foresee a complete reversal. 

Sawai [A]: Regarding Daikin's product advantages, even without regulations, how we fare depends partly on 
how electricity prices move in the US. However, the energy-saving of our inverter-equipped products 
advantages compared to conventional ones remains unchanged. 

Considering the refrigerant characteristics of R-454B and our R32, our R32 has superior thermal properties. 
Furthermore, while not unique to Daikin, Japanese manufacturers are quite advanced in inverter technology. 
We believe these aspects give our products a technical and competitive product advantage. 

Fujimoto [A]: I think California holds the key. Even if there's a change in administration, I expect California's 
environmental promotion division, CARB, to continue leading aggressively. I believe their actions will influence 
various other states. 

We have been in close discussions with CARB, so we intend to continue our advocacy efforts in that direction. 

Gunji [Q]: My other question concerns the possibility of a change in the US administration leading to policies 
such as a 10% tariff on all imports. Your company has recently built a factory in Mexico and seems to be 
restructuring its supply chain. 

What risks do you foresee in this regard, particularly if America First policies intensify? 

Sawai [A]: When tariffs were previously imposed, we temporarily froze our plans for the Mexico factory and 
shifted to importing components from Southeast Asian countries like Thailand. 

However, the Mexico factory is now operational. Therefore, even if such a situation arises after the new 
president takes office in November, I believe discontinuing production in Mexico is highly unlikely. 

Considering the shipping costs for products currently imported from Asia, it could still be more economical to 
import from Mexico, even with tariffs. At present, our Asian factories are highly productive, and Mexico is just 
starting, so there are some disadvantages. However, in the long run, we are building a cost-effective 
manufacturing base in Mexico. I don't see a need for a significant change in strategy at this point. 

Uehara [A]: Our Houston factory currently manufactures our main residential unitary products. If import 
tariffs are imposed, it could actually work in our favor. 

The products we manufacture in Mexico, mainly small room air conditioners, are partly imported from 
Thailand and Malaysia, so as Mr. Sawai mentioned, even with a 10% tariff, the transportation costs might 
offset the tariff, which could turn out to be an advantage for us. So, even if there's a change in administration 
and tariffs are imposed, I don't see it having a significant impact. 

Gunji [M]: Thank you, that was very insightful. 
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Monri [M]: Thank you. 

Mizuno [Q]: Thank you for your time. I am Mizuno from UBS Securities. 

Firstly, I have a question about India. I would like to know about the price difference between Daikin and 
competitors like Voltas and LG, and then, could you explain what President Togawa means when he says he 
aims to be not just number one, but overwhelmingly number one in India? What is required to achieve this? 

Uehara [A]: Thank you for your question. 

When we entered the Indian market, the Korean manufacturer LG was strong. We increased our sales volume 
in room air conditioners through various marketing efforts. We have priced our products considering various 
added values, and currently, we recognize about a 10% price difference with LG. 

Now, our competitors have shifted to local manufacturers like Voltas and Blue Star. At the same time, energy 
efficiency regulations have been raised, and the market has shifted towards inverter models. We are also 
selling at about a 10% price difference compared to Voltas. Despite this, we have managed to overtake local 
manufacturers and become the number one in residential market share. 

There are various aspects to being overwhelmingly number one, as our president mentioned. It's not just 
about sales, but also includes manufacturing. To my understanding, we aim to be number one not only in 
residential but also in commercial applications like building and factory air conditioners. While I have only 
discussed the residential market, the Indian market for commercial applications is also expected to expand 
significantly. 

We do end-to-end business from room air conditioners to large models, while local manufacturers are still 
focused on residential models. Dominating in all applications is probably what being overwhelmingly number 
one means. By doing so, we can achieve the top sales in the market, significantly outperforming our 
competitors. 

Mizuno [Q]: For my second question, I understand that the margin for the Indian air conditioning business is 
currently around 5%. First, I would like to confirm if this is accurate and then, looking forward, do you see the 
Indian market evolving like China, where expansion in scale and improvement in profit margins occur 
simultaneously? Your earlier explanation suggested a focus on both residential volume zones and commercial, 
which sounds slightly different from China. I would appreciate it if you could explain your future profit margin 
targets, possibly in comparison with China. 

Uehara [A]: The profit margin is a bit higher than 5%, but it is indeed lower compared to China. The reason is 
that China strategically sells high value-added multi-products to residential customers through PROSHOP, 
resulting in higher profit margins. 

When I recently visited regional cities in India, I saw scenes reminiscent of China 20 years ago, with luxury 
apartments being built, young people working in IT companies living in them, and commuting in high-end 
foreign cars. 

Whether the wealthy class in India will expand at the same speed and in the same way as in China is debatable, 
but I believe the number of people with a luxury-oriented mindset will increase as the wealthy class expands 
in India. In India too, we are already working on selling multi type –air conditionars through Daikin's exclusive 
stores, growing sales by about 30% to 40% annually. 

While room air conditioners still make up a large volume, the composition of multi type air conditionars and 
high value-added products will increase, which will naturally improve profit margins. We are currently in a 
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phase of growth investment, such as in new factories, so it may take some time, but we expect profit margins 
to improve gradually. 

Mizuno [M]: Thank you very much. 

Pan [Q]: I am Pan from Macquarie Capital Securities. Thank you for your time. 

Thank you for disclosing your company's market share in the Indian market on page 26. The room air 
conditioner market in India currently includes a wide variety of brands, likely over 20 to 30, through OEMs 
and local EMS providers, and the production capacity of these local EMS factories is quite high. 

In such a market environment, by focusing on high-value products as you explained earlier, will your 
company's market share increase further? Are you aiming for a market share of over 20%? Or rather than 
focusing on market share, is your strategy to prioritize margins by concentrating on high-value products? 

Uehara [A]: Thank you for your question. 

Currently, the Indian government is raising tariffs as part of its Make in India policy, particularly on core 
components like compressors and motors in air conditioners, which are currently at 15% but are expected to 
rise to 20% or 25%. 

Many OEM manufacturers import components from China and Asia, so further tariff increases will impact 
them. However, as Daikin manufactures compressors and motors in India, we can avoid tariffs and have an 
advantage in local production, including core components. With cost competitiveness comparable to OEM 
manufacturers in India, we aim to increase our market share. 

Considering the impact of tariffs on OEM manufacturers' procurement costs, their selling prices will likely rise. 
By leveraging Daikin's pricing strategy in light of other companies' movements, we believe we can improve 
profitability. Therefore, we see the potential for both increased market share and profitability improvement. 

Pan [Q]: Thank you. Do you have any specific market share targets, like over 20% or 30%? 

Uehara [A]: In Asia, we have achieved nearly 30% market share in high-share regions and about 20% in lower 
share regions. While it's a challenging target, we aim to reach around 25% to 30% in India. 

Pan [Q]: Could you update us on the current status of PLI? I believe there are higher government subsidies 
for core component production, like compressors. Have you received any tariff concessions or subsidies from 
the government? 

Uehara [A]: PLI stands for Production Linked Incentive, meaning incentives are given based on production 
volume. We started compressor production last August and have been incorporating them into Daikin 
products since then. The application for this fiscal year's incentive will be closed in March, and we will receive 
incentives corresponding to our production volume during that period. 

Pan [Q]: Do you expect higher margins in India next year due to the impact of these incentives? 

Uehara [A]: While it depends on whether the incentives are directly incorporated into production costs, they 
naturally contribute positively. In that sense, they will lead to an improvement in margins. 

Pan [Q]: My second question is about refrigerants in the US. Beyond the strategy differences between your 
company and competitors, what impact do refrigerants have on your margins? Will the unavailability of R-
410A in the future make it easier to penetrate the market with high-value-added products? 
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Also, will the competitors' switch to R-454B increase their production costs? Since R-454B is a blend that 
includes R32, does its production cost higher? I'd like to hear your thoughts on this. 

Fujimoto [A]: Comparing R32 with its competitor R-454B, the cost of R32 is significantly lower. This is because 
R-454B is a blend with R-1234yf, which is exceptionally costly, thereby increasing the overall cost. Therefore, 
we believe the manufacturing cost for R32 will be lower. 

Regarding the impact of refrigerant conversion on margins, refrigerant costs are less than 10% of the overall 
cost, so while there is some impact, I don't believe it to be significant. 

Pan [Q]: What about the costs associated with core components like compressors and motors, the experience 
of engineer, or the number of laborers required for distribution and installation? Do those costs remain 
unchanged? 

Fujimoto [A]: Firstly, R32 is a highly energy-dense refrigerant, requiring significantly less circulation, allowing 
for thinner piping. Material-wise, this is advantageous, leading to cost reductions. In fact, compared to older 
R410 models, we can produce them at a slightly lower cost. Also, while R32 is mildly flammable, which requires 
specific training, this is also the case with R-454B. Both are mildly flammable refrigerants, so there's no 
difference in that respect. 

Pan [Q]: Is there any benefit to the expansion of your FIT sales in the US as a result of switching to R32 
refrigerant?  

Fujimoto [A]: R32 refrigerant has a proven track record globally. One of its benefits is that various customers, 
installers, and distributors can use it with confidence. 

Pan [M]: I understand. Thank you. 

Monri [M]: Thank you. Now, I would like to ask Isayama for his question. 

Isayama [Q]: I'm Isayama from Goldman. My question concerns both the American and Indian markets. 

Regarding the recent EPA update in America, I understand there's a shift in refrigerant regulations, moving 
from the initially planned January 1, 2025, to partly January 1, 2026. Also, refrigerant recovery and recycling 
have been a point of discussion, and the cost seems high. 

Last year, it appeared that R32 might be affected by US refrigerant regulations, but currently, it seems that 
the focus is on whether R-454B can meet the regulations in time. I perceive that your company might be 
benefiting from this situation as a tailwind, possibly due to your advocacy efforts. 

Do you think the approval schedule change affects your company? Earlier, you mentioned that shifting to R32 
refrigerant wouldn't significantly impact costs. However, I believe American competitors using R-454B might 
pass on the cost increase to their prices, possibly creating a tailwind for your company. Could this change in 
refrigerants lead to cost competitiveness? 

Could you disclose how these refrigerant discussions have impacted your company and any changes you've 
observed? 

Fujimoto [A]: We anticipate that the Kigali Amendment will be ratified in the United States, and we have been 
preparing for this for a considerable amount of time. Our preparation primarily revolves around the fact that 
the US is averse to highly flammable refrigerants. To address this, we have been actively involved in various 
committees for planning and guideline development to facilitate the use of mildly flammable refrigerants, and 
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we believe our efforts have been fruitful. We are proud of this achievement and the hard work everyone has 
put in. 

In addition to our activities in the US, the widespread adoption of R32 refrigerant worldwide is a positive 
development for our company. A particular advantage for us is the AIM Act, which mandates the use of 
recycled refrigerants. R-454B, being a blend of low and high-pressure refrigerants, presents significant 
challenges in recovery and recycling. 

In contrast, R32, as a single refrigerant, is much easier to recycle compared to mixed refrigerants. Therefore, 
with the mandatory use of recycled refrigerants under the AIM Act, we see a significant advantage. Overall, 
despite facing numerous competitors, we believe we have a strong chance of success. 

Isayama [Q]: Just to clarify, by 2025 or 2026, will it not just be either R32 or R-454B being ratified, but both 
being used in the US market? 

Fujimoto [A]: Yes, I believe both refrigerants will coexist. 

Isayama [Q]: Will your company benefit from competitors using R-454B, which is costlier and poses challenges 
for distributors, possibly leading to price increases? Also, does transitioning to R32-compatible devices 
enhance your product value, potentially resulting in higher prices and an improved mix? 

Fujimoto [A]: We have reflected price increases for new product launches and added value in the past, 
including with inverter-equipped and R32 models. We aim to enhance profitability by developing products in 
line with market environments and regulatory trends. 

Isayama [Q]: Regarding India, I have some questions about pricing, which is something that caught my 
attention during your discussion with Mr. Mizuno. On page 26, there's a slide showing a sharp increase in unit 
sales towards the late 2020s. The current per capita purchasing power in India is about USD2,000 to USD3,000. 
What is the price range of your best-selling air conditioners there? 

You mentioned earlier that high-mix products for the affluent class are selling well. Does this imply that sales 
are surging among the middle class or upper middle class, resulting in a higher market share? Or is it the 
general volume zone that's expanding, possibly due to the Make in India policy? 

Which segment is driving this growth? Are you focusing on expanding sales in the volume zone to increase 
margins, or shifting towards high-value products? I would like to know the pricing and target segments for 
your best-selling products. Please tell us about the situation at Daikin rather than the industry in general. 

Uehara [A]: Currently, the volume zone for room air conditioners in India is mainly three-star inverters, which 
are in the middle of the five-star rating system. However, the penetration rate in India is still around 7%, so 
the primary market is a bit below the affluent class rather than the middle class. 

As the middle class expands, sales in this segment are expected to surge, growing from the current 5 million 
to 6 million units to 10 million units by 2025, and 20 million to 25 million units by 2030. Thus, sales are certain 
to grow in the middle class. 

With energy efficiency regulations becoming stricter by 2025, higher-value products will be sold, but the profit 
margins on these are not very high currently. We hope to improve margins in the volume zone as prices 
increase. 

In India, larger units are more common due to bigger room sizes, though they are priced lower compared to 
other regions, around USD300 for standard models and USD500 for higher-end models. Flagship models may 
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reach around USD1,000. Despite the higher prices for larger units, this segment is a strength for Daikin, giving 
us a competitive advantage. 

As I mentioned earlier, we are working on improving margins through high-value multi-products while 
maintaining a strong share in the volume zone, including the middle class, balancing market share and 
profitability in the Indian market. In this way, we aim to establish the dominant number one position in the 
Indian market. 

Isayama [Q]: Regarding the 20 million households with air conditioners mentioned on page 26, what 
proportion of them would you classify as middle class and above or the affluent and above? 

Uehara [A]: It's difficult to say. The middle class is often defined as those earning above USD3,000. I can't 
provide exact figures, but I believe the top 10% of the population might still be the primary target. 

Isayama [M]: Thank you for the clear explanation. 

Monri [M]: Thank you. Due to time constraints, we will take one last question. 

Asano [Q]: Thank you for today. I am Asano from Tokio Marine Asset Management. 

On page nine, you provided an overview of your CO2 reduction plan. Until now, the focus has been on 
reductions compared to the business-as-usual scenario, which inevitably leads to an absolute increase in 
emissions. However, from 2030 to 2050, the graph seems to indicate a phase where absolute emissions will 
actually decrease, which I believe will be the most challenging period. You've mentioned initiatives involving 
inverters, heat pumps, and refrigerants, as well as three or four new developments in technology. 

I'm not sure if you can provide specific figures, but when it comes to reducing absolute emissions from 2030 
to 2050, which areas do you think will contribute the most? 

Fujimoto [A]: Thank you for your question. 

While we don't yet have a concrete outlook for the period from 2030 to 2050, we anticipate that heat pumps 
will play an increasingly significant role. This is because inverters are already widely adopted. Additionally, for 
commercial and building multi-use systems, the adoption of R32 refrigerant is expected to have a substantial 
impact, but the most significant contribution might come from heat pumps. 

Moreover, a greater impact is expected from the advancement of renewable energy. We foresee considerable 
emissions reduction due to the proliferation of energy-efficient buildings and renewable energy, so there is a 
sense of anticipation for rapid progress in these areas. 

Simultaneously, the contribution to emissions reduction is now being increasingly recognized. It was 
challenging to discuss this in the past, but now it's becoming more openly acknowledged, indicating that the 
expansion of the air conditioning market will lead to increased contributions to emissions reduction. Thus, we 
are focusing on further enhancing our contributions. 

Koyama [A]: To add to that, we have already committed to achieving zero emissions in our mechanical 
factories by 2030 in the FUSION 25 latter half  plan. Post-2030, the challenge will be CO2 emissions from our 
chemical plants, which fall under Scopes 1 and 2, while over 90% of our emissions are Scope 3. 

Regarding the contribution to emissions reduction, we are actively participating in the rule-making process, 
engaging in discussions with the Japanese government and GFANZ. We are currently involved in various 
dialogues and negotiations. 
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On the other hand, concerning the GHG Protocol's Scope 3, particularly the CO2 emissions calculated from 
the electricity consumption of sold products, often referred to as downstream Scope 3, there's a broad 
discussion within the international industry about whether manufacturers can genuinely claim to be neutral 
or zero by 2050. This leads to the question of whether the GHG Protocol itself might be revised or whether 
we need to innovate in how these emissions are disclosed. This understanding is shared not only by us but 
also by other global manufacturers. 

Therefore, while we are naturally working on reducing our numbers, the rules for how these emissions are 
calculated and disclosed are still evolving. There's talk of significant revisions to the GHG Protocol starting this 
year, and we are keenly interested in these developments and plan to actively engage in them. 

Asano [Q]: One more point, not directly related to today's main topic, but concerning CO2 emissions and the 
use of refrigerants by your company, the launch of TNFD is significant for biodiversity and ecosystem 
conservation. Global warming, gases, and chemicals have a substantial impact, especially when considered in 
a life cycle assessment. 

I believe you will be addressing TNFD-related issues, but I am curious about your company's primary concerns 
regarding biodiversity impacts. Are you focusing more on the impacts of CO2, or are other aspects like gases 
or plastics more critical? Currently, I am curious about the direction in which you are heading. It might not be 
appropriate to ask for a ranking of priorities, but if there is any information you can share in advance, I would 
appreciate it. 

Fujimoto [A]: We are certainly very concerned about TNFD and believe that CO2 reduction is crucial for 
biodiversity. Our approach involves aligning our actions with this belief. When it comes to TNFD, it 
necessitates an analysis of the relationship between our business and biodiversity. However, unlike food 
manufacturers, our business is not significantly impacted in this area. Therefore, our biodiversity policy 
includes global forest conservation and creating green spaces and biotopes at our various locations. 

We haven't finalized our specific approach towards TNFD for external disclosure yet. We intend to continue 
our deliberations on this matter. 

Asano [M]: Thank you very much. 

Monri [M]: Thank you. This concludes our Q&A session. 

A final note from the secretariat: we will be sending a survey via email shortly. We appreciate your 
cooperation. 

With this, we conclude today's sustainability briefing. Thank you all for your participation and valuable time. 

[END] 

______________ 
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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 
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information contained in this event transcript. This event transcript is published solely for information 
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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. 
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TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
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