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Presentation 

 

Moderator: Now we will start Daikin Industries, Ltd.’s financial results briefing for the third quarter of the 
fiscal year ending March 2021. 

Today's attendees from the Company are Kota Miyazumi, Executive Officer,  Responsible for Corporate 
Communication and Kazuhiro Matoba, Department Manager of Corporate IR Group, Corporate 
Communication Department. Executive Officer Miyazumi will explain the outline of the financial results for 
about 15 minutes, and then we will have a question-and-answer session. The meeting is scheduled to end at 
5:30 PM. 
As delivered by email today, the presentation materials are posted on the Investor Relations page of our 
website, so please have them on hand. 

Now we will begin the presentation of the financial results. 

 

Miyazumi: Hello everyone, this is Kota Miyazumi. Thank you for taking time out of your busy schedules to 
participate in today's conference call. I will explain the outline of the third-quarter financial results according 
to the materials. 

Please see page two. 
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In the current fiscal year, in light of the harsh business environment amid the spread of COVID-19, we are 
promoting defensive and proactive measures, constitution strengthening and reform. At the same time, we 
have launched six emergency projects to thoroughly implement the measures.  

As the effects of the spread of COVID-19 continue, such as lockdowns in Europe and extended movement 
restrictions in Asia, we worked to build an SCM system to flexibly respond to changes in demand, strengthen 
sales and marketing capabilities, and launch new products. These activities led to an increase in revenue and 
profits, and Daikin recorded new highs in both net sales and operating profit for the third quarter (October-
December). 

The actual exchange rates were JPY106 for the USD, JPY122 for the EUR, and JPY15.4 for the CNY. The impact 
of the exchange rates was a negative JPY29 billion on net sales and a negative JPY6.5 billion on operating 
profit, both in comparison to the year-before figures. 

 

Please see page three.  

These are the financial results by business segment. 

In the Air Conditioning Business, amid the COVID-19 pandemic, demand for residential-use products exceeded 
our forecast due to the expansion of the so-called stay-at-home demand, and ventilation and air purification 
products gained strong interest. Therefore, we made efforts to secure sales mainly in Japan, Europe, and 
China. On the other hand, products for commercial use were greatly affected by the decrease in capital 
investments due to the economic downturn. 
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In the Chemicals Business, we faced stagnant demand in the automotive market, whereas sales  
related to PC tablets increased due to the spread of telework, along with those of well-performing repellents 
for medical protective clothing.  

In Others, the Oil Hydraulics Business saw a decline in demand for industrial machinery. 

Regarding the foreign exchange impact, sales in the Air Conditioning Business were lowered by JPY28.1 billion 
and operating profit by JPY6.1 billion. In the Chemicals Business, sales were slashed by JPY900 million and 
operating profit by JPY400 million. 

I will explain the status of each business and the status of the Air Conditioning Business by region later. 

 

Please see page four.  

This is an analysis of YoY changes in operating profit for the cumulative third quarter. 

While there were the negative effects of JPY6.5 billion from foreign exchange rates and JPY147 billion from 
COVID-19, we enjoyed the positive effects from sales expansion worth JPY86.4 billion, selling prices worth 
JPY10 billion, cost reductions worth JPY24.5 billion, raw materials worth JPY3.5 billion, and controlled fixed 
costs worth JPY4.5 billion. 

The breakdown by segment is as described. 
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Please see page five. 

Based on the third quarter financial results, which exceeded our expectations, we revised up our estimate for 
annual operating profit to JPY232 billion. 

We did not change our prospects for the fourth quarter significantly from the previous announcement in 
November as the severe situation continues centering on commercial air conditioning, due to the impact of 
the re-expansion of COVID-19. However, we are trying to maintain the momentum in the third quarter by 
maximizing the results of measures in each region and business, such as expanding the market share of air 
conditioning products for residential use, expanding sales of ventilation and air purification products, and 
strengthening the After Sales Service Business. 

In addition, we will aggressively make up-front investments for future growth, such as sales promotion 
activities and product development for ventilation and air purification products, establishment of SCM, and 
promotion of digitalization, in a bid to expand our business performance in FY2021, the first year of the next 
strategic management plan. 

There was no change in the year-end dividend forecast from the previous announcement. We will reconsider 
our dividend payment plan based on the full-year results. 
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Please see page six.  

This is our business forecast by segment. 

In the Air Conditioning Business, sales increased by JPY31 billion and operating profit increased by JPY20 billion 
from the previous forecast. In the Chemicals Business, sales increased by JPY1.5 billion and operating profit 
increased by JPY1 billion from the previous announcement. In the Other Businesses, sales increased by JPY2.5 
billion and operating profit increased by JPY1 billion from the previous announcement. 

For the Air Conditioning Business, we forecast that foreign exchange rates will have a negative impact of 
JPY34.8 billion on sales and JPY9 billion on operating profit. In the Chemicals Business, we expect a negative 
foreign exchange impact of JPY1.2 billion on sales and that of JPY500 million on operating profit. 
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Please see page seven.  

The page shows expected changes in full-year operating profit from the previous year in the annual forecast. 

There will be the negative effects from foreign exchange rates worth JPY9.5 billion, higher fixed costs worth 
JPY7 billion, and COVID-19 worth JPY168 billion. Meanwhile, we estimated the positive effects from sales 
expansion at JPY106.5 billion, selling prices at JPY10 billion, cost reductions at JPY33 billion, and raw materials 
at JPY1.5 billion. 

The breakdown by segment is as described. 
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Please see page eight. 

In sales by region in the Air Conditioning Business, we were able to control the declines in Japan, Europe, 
China, and the Americas. In Asia, however, sales were greatly affected by activity restrictions centered on 
India. 

Sales in real terms, excluding the foreign exchange effects, were 98% of the year-before level in Europe, 98% 
in China, 98% in the Americas, and 85% in Asia. 

We revised the annual sales estimates from the previous announcement, based on the results of the third 
quarter and the current demand trends. 

We estimated real-term sales excluding the foreign exchange effects at 98% of the previous year’s level in 
Europe, 107% in China, 99% in the Americas, and 87% in Asia. 
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Please see page nine. 

Sales in the Chemicals Business incurred YoY falls in many regions due to sluggish demand amid the spread of 
COVID-19. 

In China, where economic activities resumed earlier than other countries, sales significantly exceeded the 
year-before level due to a recovery in demand for infrastructure investments and automobiles. 

Real-term sales excluding the foreign exchange effects were 80% of the year-before level in the Americas, 
113% in China, and 83% in Europe. 

We revised the annual sales estimates from the previous announcement, based on the results of the third 
quarter and the current demand trends. 

We estimated real-term sales excluding the foreign exchange effects at 86% of the previous year’s level in the 
Americas, 115% in China, and 84% in Europe. 
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Please see page 10.  

From here, I will explain the situation of the Air Conditioning Business by region. 

First is the Air Conditioning Business in Japan. 

Demand for Residential Use exceeded the year-before level due to firm stay-at-home demand and a heat 
wave in the summer. We strengthened our sales activities focusing on the ventilation function of "Urusara X," 
and expanded our market share by catching the growing interest in energy saving and the need for air quality 
as users stayed at home for longer hours. In addition, sales of purifiers significantly expanded as a result of 
stronger demand and we strengthened our supply capacity. 

Industry-wide demand for Commercial Use decreased YoY due to the stagnation of economic activities and 
reaction to the prior special demand for school air conditioning. By strengthening proposal sales in response 
to changes in the demand, we expanded sales of ventilation products, such as heat reclaim ventilators, and 
expanded our market share. 
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Please see page 11.  

It shows the Air Conditioning Business in the Americas. 

While the US government's economic measures and strong personal consumption bolstered the economy and 
demand was steady in the housing market, we did our best in sales activities using online tools. However, 
sales incurred a YoY decline due to the temporary stoppage of operations at the Goodman factory in April to 
prevent the spread of COVID-19. 

In Ducted Unitary for Houses, we made efforts to stabilize production at the Goodman plant, normalized 
supply, and expanded sales in the third quarter. 

In Ductless, sales expanded in RA/SKY, due to a rise in demand from the need for living space improvements 
and the hot summer weather. Goodman's overall sales were 96% of the year-before level on a local currency 
basis. 

In Applied, sales for air handling units and service parts increased due to orders received before the effects of 
COVID-19 became apparent. 
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Please see page 12. 

In the Air Conditioning Business in China, the Company managed to capture demand after the full-scale 
reopening of the market in June by strengthening sales activities, and sales posted a YoY increase in the third 
quarter, as they did in the second quarter. 

In the Residential Use market, sales of residential multi-split air conditioners increased. We created a new 
business model by combining online capabilities with existing sales activities at PROSHOP specialty stores. 
This new business model contributed to the sales expansion since June. 

In the Commercial Use market, we improved our product appeal while we promoted collaboration with major 
developers in large-scale projects, where demand was recovering. For stores with a delayed recovery, we 
focused on developing demand by engaging in sales activities to promote ventilation, cleaning, and 
disinfection. 

In the Applied market, we shifted our resources to growth fields, such as infrastructure-related areas and data 
centers. 
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Please see page 13. 

In the Air Conditioning Business in Europe, economic activities stagnated as lockdowns were implemented in 
each country from mid-October, but we secured sales on a par with the year-before level as we capitalized on 
stay-at-home demand in residential use. On the other hand, in the Middle East, sales fell YoY due to the effects 
of falling crude oil prices and currency depreciation due to the spread of COVID-19. 

In Residential Use, sales increased as we captured recovery demand with stable supply through localized 
production. 

In Commercial Use, we succeeded in increasing sales of ventilation products, such as heat reclaim  
ventilators, but the results were impacted by declines in demand at hotels, retail stores, and offices.  

In the Heating Business, we utilized our product lineup for heat pump type hot water heating systems and 
increased sales, supported by the incentive to promote replacement from combustion heating. 
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Please see page 14. 

In the Air Conditioning Business in Asia and Oceania, we focused on sales activities that utilized online tools, 
taking advantage of the growing need for improving living spaces. However, sales were significantly affected 
by restrictions on activities in India and other countries, leading to its YoY decline. 

In Residential Use, we promoted sales through our own dealer routes while electronics retail stores were 
closed. In Australia and Malaysia, sales exceeded the year-before levels. In India, we made efforts to 
strengthen relationships with dealers, such as online training, and sales in the third quarter were significantly 
higher than the year-before level. 

In Commercial Use, sales declined due to slowing capital investments in the stagnant economy and the impact 
of construction delays and postponements due to a shortage of workers at construction sites. 
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Please see page 15. 

In the Chemicals Business, we strengthened sales activities for the semiconductor market, which is showing a 
recovery trend. For surface antifouling coating agents and water and oil repellents, which are performing well, 
sales were significantly affected by lower demand due to the spread of COVID-19, leading to a YoY decline. 

Sales of fluorocarbon gas fell sharply YoY worldwide due to declining demand for air conditioning. 

Sales of fluoropolymers expanded in China for infrastructure investments. However, overall sales decreased 
YoY due to lower demand in the first half for semiconductors and automobiles, in addition to weak demand 
in the US for construction and aircraft-related use. 

Sales of fluoroelastomers expanded growth for the automotive market in China, but they were significantly 
affected by declines in demand in other regions. 

In Fine Chemicals, we expanded sales of surface antifouling coating agents for tablets and etching gas in China 
and Japan. Sales of water and oil repellents also expanded for medical-related and paper applications. 
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Please see page 16. 

In Filters, we have been accelerating the improvement of our business structure, and we worked to build a 
stable supply system, reduce total costs, and strengthen sales capabilities. 

In the Air Filter Business, we capitalized on growing ventilation needs and promoted sales of products to 
mitigate the spread of COVID-19, such as high-performance filters and negative pressure units, in the US and 
Asia. 
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Please see page 17. 

Capex totaled JPY96.9 billion, depreciation was JPY75.6 billion, and the R&D cost was JPY50.6 billion. 

We have not changed our full-year plan for them. 

That's all for my explanation. Thank you very much. 

[END] 

______________ 

Document Notes 

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

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

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

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

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

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

Copyright © 2020 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


