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Presentation 
 

Moderator: It is time to commence the briefing. Thank you very much for taking time out of your busy 
schedules today to participate in our financial results briefing of Kawasaki Heavy Industries, Ltd. 

Today, Mr. Yamamoto, Representative Director, Vice President and Senior Executive Officer, will present our 
financial results for Q3 of FY2025. 

The financial results presentation materials are posted on TDnet. 

After Yamamoto's explanation, a question-and-answer session will follow, and the entire meeting is scheduled 
to last approximately 60 minutes, but may be extended up to 15:30, depending on the situation of question-
and-answer session. 

Thank you. 

 

Yamamoto: I am Yamamoto, Vice President. We will now begin to explain the financial results. 

In Q3 of FY2025, the Company's revenue increased by JPY154 billion YoY to JPY1.5614 trillion. 

In terms of profit, business profit was JPY82.4 billion, up YoY as improved profitability of aerospace systems 
and energy solution and marine engineering, which performed well, offset the impact of higher tariff costs on 
powersports and engines, which was significantly affected by higher tariff costs. Profit before taxes and net 
income also increased, and orders, sales, and profits all reached record highs in the first three quarters. 
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For the full-year forecast for FY2025, although business profit remains unchanged, we have revised up our 
previously announced forecasts for profit before taxes and net income by JPY7 billion and JPY8 billion, 
respectively, from the previously announced figures, due to the realization of foreign exchange gains in Q3. 

In addition, we have announced a change in our shareholder return policy and a stock split, the details of 
which will be explained on the following slides. 

That is all. 

 

In next slide, page five, I will explain the detail of each of them. As shown in the slide, overall results for Q3 of 
FY2025 are generally in line with the guidance announced in the previous Q2 results in November. 

As you can see, the weighted-average exchange rates was approximately JPY2.7 higher than that of the same 
period last year, and the amount of foreign currency affecting profit/loss was 1.72 billion dollars. 
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See page six. The chart shows the breakdown of orders, sales revenue, and business profit for each segment. 
As shown in (1), energy solution and marine engineering continued to perform well in all areas of the business, 
including energy and ship and marine businesses. 

On the other hand, as shown in (2), the powersports and engines business posted lower earnings due to tariff 
costs and lower profitability in the US powersports market against the backdrop of an intensified competitive 
environment. 

Overall, the segment reported an increase of JPY3.3 billion to JPY82.4 billion. 
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Page seven, Income Statement. Please see the table for the detail.  
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See page eight. As shown in (3), the yen weakened toward the end of Q3, resulting in a large positive foreign 
exchange gain. As a result, profit before taxes increased JPY24.4 billion to JPY88.8 billion, and income 
attributable to owners of the parent increased JPY21.6 billion to JPY65.8 billion. 
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See page nine. Let me explain the factors that contribute to the changes in business profit. Compared to the 
same period of the previous year, foreign exchange fluctuations contributed JPY6.5 billion to the decrease in 
profit, due to the appreciation of the yen against other currencies. 

In terms of sales changes, sales increased in all segments. The contribution of powersports and engines was 
particularly significant, contributing JPY32 billion to the profit increase and recovering the negative impact of 
exchange rate fluctuations. 

In terms of change in product mix and other factors, the deterioration in powersports and engine was 
significant, resulting in a deterioration of JPY16.9 billion, despite improvements in energy solution and marine 
engineering, and Precision Machinery/Robotics. 
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Please refer to page 10 for a detailed breakdown by segment. 
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Page 11, Income Statement. Regarding the factors that caused the change in assets in Q3, as mentioned in (1), 
inventories are on an upward trend in powersports and engines and aerospace systems due to the upward 
trend in sales revenues. 
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See page 12. Please refer to the factors that cause changes in liabilities and net assets as noted. The net debt-
to-equity ratio was 90.5%, a significant improvement from the end of the same period last year. 
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Page 13, Statement of Cash Flows. The detail is as described in the document. 
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See page 14. Please refer to this for cash flow trends for the past 10 years. 
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Let's move on to page 16. This is the full-year forecast for FY2025. The forecast for revenue and business profit 
remains unchanged, but the forecast for orders received has been raised by JPY90 billion from the previous 
forecast to JPY2.620 trillion, incorporating an increase in domestic waste treatment facilities and other factors. 
In the next slide, I will explain the detail. 
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See page 17. Please refer to this for details of changes in the full-year business profit forecast from that 
announced at the beginning of the fiscal year. 
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See page 18. The breakdown of the forecast by segment is shown in the chart. The detail is explained in the 
pages for each segment. 
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Now on page 21, aerospace systems. The results for Q3 of FY2025 are shown on the slide. Orders received 
decreased, despite an increase in orders for Boeing, due to the absence of a large order for the Ministry of 
Defense and a lump-sum order for CH-47 helicopters received in the same period of the previous fiscal year. 

Revenues increased YoY due to an increase in sales to the Ministry of Defense and to Boeing. Business income 
also increased due to higher revenues. 

Regarding the full-year forecast for FY2025, compared to the previous announcement, we have revised up 
orders by JPY20 billion for the Ministry of Defense, and lowered revenue by JPY10 billion due to decreases in 
orders from the Ministry of Defense and Boeing, but have revised up business profit by JPY4 billion to JPY60 
billion due to significant improvement in profitability. 
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Let's move on to page 22. Please refer to this page for information on orders received and revenue from 
aerospace and aero engine businesses, respectively, as well as the number of aircraft for Boeing and the 
number of aero engines sold. 



 
 

 
Support 
Japan 050.5212.7790    
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

18 
 

 

See page 23. The following table shows quarterly revenue and business profit. This is an indication of past 
trends and is also for your reference. 
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See page 24. Please refer to the updated description of the business environment, focusing on projects for 
the Ministry of Defense and other projects. 
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See page 25, rolling stock. The results for Q3 of FY2025 are shown on the slide. Reflecting the order for 378 
R268 subway cars for the New York City Transit Authority, orders received increased significantly from the 
same period of the previous year. 

Revenue increased in North America and in Japan. Business profit also increased due to higher revenues. 

The accounting treatment based on the settlement with the Washington Metropolitan Area Transit Authority 
regarding the 7000 series subway cars announced on February 6 was implemented in Q3. This matter was 
incorporated to our plan at the beginning of the period, and will not have an impact on the earnings forecast 
we announced this time.  

Therefore, business profit remains unchanged from the previous announcement. 
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Let's move on to page 26. This page shows orders received and revenue in the Japanese, Asian and North 
American markets, respectively. For reference information, we have also shown profitable after-sales related 
sales and the progress of the US R211 project, which is currently being focused as a business topic. 
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Page 27 shows changes in quarterly revenue and business profit for your reference. 
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See page 28. This page describes key measures and initiatives for your reference. 
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Page 29, energy solutions and marine engineering. The results for Q3 of FY2025 are shown on the slide. 
Although orders received decreased due to the absence of orders for submarines and several vessels in the 
same period of the previous year, revenue and business profit increased significantly from the same period 
of the previous year due to strong performance in various fields, including the energy business and the ship 
and offshore business. 

Regarding the outlook for the full year of FY2025, we have raised our forecast for orders received, mainly due 
to an increase in domestic waste treatment facilities. While the forecast for revenue remains unchanged, the 
forecast for business profit has been raised by JPY3.5 billion, mainly due to improved profitability of the energy 
business and the marine vessel propulsion business. 
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Let's move on to page 30. Please refer to this page for a breakdown of orders received and revenues from the 
energy, plant and marine machinery, and ship and offshore structure. 
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See page 31. This page shows changes in quarterly revenue and business profit for your reference. 
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See page 32. Regarding our priority measures, we are taking up the first jetfoil order in eight years as a 
contribution to sustainable social infrastructure. 

In addition, as part of our efforts to realize a de-carbonized society, we have also featured the completion of 
a demonstration facility for newly developed low-concentration CO₂ capture technology at our Kobe Plant. 
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Page 33, Precision Machinery and Robot. The results for Q3 of FY2025 are shown on the slide. Orders, revenue, 
and business profit all landed higher than in the same period of the previous year. 

There is no change in the full-year forecast for FY2025 from the previous announcement. 
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Let's move on to page 34. Please refer to this page for a breakdown of orders received and revenue from 
precision machinery and robots, respectively, as well as sales of hydraulic equipment to the Chinese market 
and sales of robots by field. 
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See page 35. This page shows changes in quarterly revenue and business profit for your reference. 
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See page 36. This page describes business environment and trend of orders for your reference. 
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Page 37, powersports and engine. The results for Q3 of FY2025 are shown on the slide. Regarding revenue, 
despite the impact of the strong yen exchange rate, the Company achieved an increase in revenue mainly due 
to an increase in four-wheeled vehicles for North America and two-wheeled vehicles for developed countries. 

On the other hand, business profit decreased significantly due to an increase in tariff costs and lower 
profitability in the US powersports market against the backdrop of an intensified competitive environment. 

As for the full year forecast for FY2025, we revised down the forecast for business profit due to lower 
profitability in the US powersports market against the backdrop of an intensified competitive environment, 
while revenue forecast remains unchanged. 
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Let's move on to page 38. This page shows revenue of motorcycles in developed countries, motorcycles in 
emerging countries, automobiles/PWC, and general-purpose engines, respectively. We have also noted the 
wholesale volume of motorcycles and four-wheeled vehicles/PWCs by region for your reference. 
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See page 39. This page shows changes in quarterly revenue and business profit for your reference. 
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See page 40. This page describes business environment and trends of orders of powersports and engines for 
your reference. 
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Let's move on to page 42. As announced today, we have decided to change our shareholder return policy from 
a dividend payout ratio basis to a dividend on equity (DOE) basis, which aims to achieve both a long-term 
increase in shareholder value and more stable and continuous shareholder returns, starting with the year-end 
dividend for the fiscal year ending March 31, 2026, with a target of 4% of dividends on equity.  

As a result of this change, the full-year dividend forecast is JPY166 and the year-end dividend is JPY91, an 
upward revision of JPY16 from the previous announcement. 
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See page 43. As also announced today, the Company has decided to split one share of common stock into five 
shares, with a record date of March 31. The effective date of the stock split is scheduled on April 1. 

Through this split, the Company intends to create an environment that makes it easier for investors to invest 
and expand its investor base. 
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See page 44. We are pleased to report three project topics. 

First, I would like to explain our liquefied hydrogen supply chain business, which is our next-generation core 
business. In January of this year, we announced the signing of a shipbuilding contract with Japan Suiso Energy 
(JSE), an affiliated company to build the world's largest 40,000 cubic meter liquefied hydrogen carrier. 

Japan Suiso Energy plans to use the vessel for marine hydrogen transportation and cargo handling 
demonstrations for the NEDO's Liquefied Hydrogen Supply Chain Commercialization Demonstration Project. 

We built the world's first liquefied hydrogen carrier, the Suiso Frontier, as part of a technical demonstration 
project that is a preliminary stage of this commercialization demonstration. The vessel successfully completed 
the ocean transport and loading of liquefied hydrogen between Japan and Australia in the spring of 2022, and 
has now sailed over 100,000 km in a total of five countries. 

In this commercialization project, the liquefied hydrogen tanks are 32 times larger. In fact, energy equivalent 
to the annual electricity consumption of 80,000 average households is transported in a single voyage. The 
cooling tank technology that enables this mass transportation has also been newly developed based on the 
experience with the SUISO Frontier. 

In this way, we will steadily advance our business toward the realization of a hydrogen society. 
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Let's move on to page 45. Here, we will explain how we are improving business stability in North America in 
the vehicle business and capturing new business opportunities in Japan. 

As explained in the previous slide, in Q3 of this fiscal year, we received an order for 378 R268 subway cars 
from the New York City Transit Authority at a cost of approximately JPY225 billion. The company's track record 
and reliability, having delivered 2,900 cars to the NYC Transit Authority since 1982, have been highly evaluated, 
and when the R268 is fully delivered, its market share in the NYC Transit Authority is expected to reach 56%. 

Next, I would like to explain that we have developed a new type of electric diesel train, Green DEC, for the 
domestic market, and five companies have already decided to introduce it. 

This vehicle is a solution to the issues faced by regional railroads that are struggling with aging diesel railcars 
on non-electrified lines and reducing their environmental impact. It is a hydrogen ready product in the rail 
sector, with a structure designed for future hydrogen compatibility. 

We will not only manufacture and deliver this vehicle, but also expand after-sales services and improve 
business profitability by providing integrated support for condition monitoring, operational support, and parts 
sales. 
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See page 46. Lastly, as the future of robotics, which will be changed by AI, we will explain the development 
status of our robots, which will be the bearers of physical AI. 

First, slide left, Nurabot, a nurse assistant robot. We are currently conducting a demonstration test at a 
hospital in Taiwan in collaboration with the FOXCONN Group in Taiwan. 

Next is the quadruped robot in the middle, which is CORLEO, the off-road mobility of the future that had a 
great response at the Expo. We are accelerating development with the aim of adopting the product for the 
Saudi Riyadh Expo in 2030. 

On the far right is Kaleido, a humanoid robot. The 9th generation model was presented at the International 
Robot Exhibition last December. Taking advantage of its high robustness, this product is being developed for 
use at disaster sites and other such locations. 

As a comprehensive robot manufacturer covering everything from industrial robots to next-generation robots 
that aim to coexist in harmony with humans, we have received requests for joint development from numerous 
companies other than those introduced here, and they have high expectations for our company. 

We have positioned the robotics business as a growth area and will continue to aggressively invest resources 
and accelerate business growth. 

Please refer to the reference information attached on page 47 and thereafter. 

This concludes my explanation. 

Thank you. 
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Question & Answer 

 

Moderator [M]: If you have any questions, please click on the raise your hand button on the screen. When it 
is your turn to ask a question and the moderator calls your name, please ask your question after mentioning 
your company name and name. Due to time constraints, each person will be limited to two questions at a 
time. 

If you are unable to speak audibly due to the environment, you may also use the Q&A function to ask questions, 
but for the sake of progress, we will take your audio questions first and then answer as much as possible in 
the remaining time. For questions from the Q&A function, the moderator will inform everyone of the company 
name, name, and question. 

First, analysts and investors will ask questions in the order of voice and Q&A function, followed by media 
representatives who will ask questions in the order of voice and Q&A function. 

We will now move to the question-and-answer session. 

Let me first connect you to Mr. Maekawa of Nomura Securities Co., Ltd. Please go ahead. 

Maekawa [Q]: My name is Maekawa from Nomura Securities Co. Thank you for your presentation. Thank you. 
I would like to ask two questions. You have left the full-year business profit forecast unchanged, but you have 
explained that there is an up and down in the business profit forecast for each segment. 
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On page 47, you show the comparison with the H1 forecast on a company-wide basis, including exchange rate 
fluctuations, etc. However, if we look at it by segment, for example, I think the upward revision was made for 
aerospace systems and energy solutions, while the downward revision was made for powersports. It was 
explained that the revision of each segments is the result of profitability improvement. Could you explain 
more specifically what was reflected to upward and downward revision, respectively, for each segment and 
breakdown of factors listed on page 47 in three segments. Please go ahead. 

Yamamoto [A]: Thank you for your question. First of all, we have made upward revisions to the aerospace 
systems and energy solution and marine engineering segments due to their strong performance, but our plans 
for these two segments have always tended to be a bit conservative. In aerospace, Boeing's production plan 
has changed, and in the case of energy solution and marine, there are many projects, and we are releasing 
the contingency loaded on those projects as they progress. I think that is why we are releasing such 
contingency items this time. 

Regarding vehicles, we have a neutral plan, which means that there will be no change. 

As for precision machinery and robots, hydraulic equipment is used for construction machinery in China, and 
demand for hydraulic equipment has been rising sharply recently because exports of construction machinery 
to mines in Southeast Asia and Africa, rather than within China, have become more active. However, the plan 
for robots was still a bit ambitious, so the two are neutral in this area. 

We have revised downward our forecast for powersports and engines due to the declining profitability of the 
business as a result of cost increases caused by tariffs and an increasingly competitive environment. The 
downward revision in the powersports and engines segments was offset by an upward revision in the 
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aerospace systems and energy solution and marine segments, leaving the forecast for the entire company's 
business profit unchanged. 

In addition, although the yen is slightly stronger than last year, the forecast of JPY145 remains unchanged for 
Q4, and the forecast of business profit is also unchanged. I hope I answered your question. 

Maekawa [Q]: Thank you. As a supplementary note, the aerospace business is mainly for civil projects, so I 
wonder if the defense business has not changed much. Also, in the powersports business, if we subtract Q4, 
I see your plan includes recovery of profit to certain extent. I would appreciate it if you could also tell me how 
we can interpret the forecast of Q4 for powersports, such as whether the price pass-through of tariff costs or 
something else will catch up in the Q4, or whether sales promotion expenses, which are included in the 
revenue mix, will decrease in the Q4. Please go ahead. 

Yamamoto [A]: The aerospace business was planned conservatively, but the product for defense use is 
growing, and Boeing's monthly production of 787s will increase from the current eight to the end of the fiscal 
year, so the business is on an upward trend. 

For powersports, we expect an increasingly competitive environment to continue and also cost is rising due 
to tariffs. While all companies are raising prices for motorcycles, competition for four-wheeled vehicles is 
becoming tougher than before due to price reductions and strong sales promotions by all companies. 

As such, we may be somewhat ambitious in our plans for Q4, but we do not believe that it is unattainable. 

Maekawa [Q]: Understood. Thank you. The second point is that the dividend increase is positive, but I would 
like to ask you about the cash flow generation that will be used to fund the dividend. 

When considering free cash flow, etc., I think it is necessary to raise cash a little more in order to pay out 
dividends based on DOE, but I think it may be an option or a possibility to make efforts to generate cash itself 
through operating cash flow, or to curtail free cash flow a little, or, considering the fact that the DOE is trying 
to generate cash from operating cash flow, or free cash flow, it may be an option or possibility to be a little 
more selective in investment and to curtail it a little. I would appreciate it if you could confirm again what 
measures are being taken to generate free cash flow, which is the source of investment. Thank you. 

Yamamoto [A]: There has been no particular change in cash flow from the previous explanation, but since 
many of our businesses have long business cycles, inventories tend to increase. We are considering increasing 
cash flow by reviewing and controlling lead times and other measures. 

I do not have any special secret strategy, but I will give you my answer as above. 

Maekawa [M]: Understood. Thank you. 

Moderator [M]: Thank you. I would now like to turn the call over to Mr. Isayama from Goldman Sachs Japan. 
Please go ahead. 

Isayama [Q]: Thank you very much for your continued support, my name is Isayama from Goldman Sachs. 
Thank you. This is a supplement to Mr. Maekawa's question, but I was wondering if you could explain once 
again how much the profit margins of energy solution and marine and aerospace/defense for Q3 were higher 
than you had originally estimated, and whether that amount was reflected in Q4, or what the quality of the 
revision was this time.  
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The reason I ask is that in Mr. Yamamoto's explanation earlier, you said that energy and solution was good for 
both energy and marine machinery business, but I would like to ask you which was better, and whether it will 
continue.  

As for aerospace/defense, I understand that the result was good because Boeing did well, but I would like to 
confirm more detail. Also, I would like to ask you whether it is ok to keep revised-up forecast for Q4 and 
beyond for aerospace/defense and energy solution and marines. I would like to ask you about the upside and 
sustainability of the profitability of these two businesses. Thank you. 

Yamamoto [A]: The upward revision reflects the outperformance in Q3 from the internal forecast. In 
aerospace systems, both aerospace and engines outperformed. 

The energy solution and marine segment's energy ship plants and marine & offshore business also reflected 
the outperformance from our internal assumptions. 

To answer your question about sustainability, we believe that the improvement in profitability for aerospace 
will continue in Q4, and similarly for engines, we believe that this profitability will continue to grow as 
passenger demand continues to grow. 

Then, for the energy, marine, and plant, outperformance was due to the release of contingency reserve. 

Then, regarding ships marine, the later the higher ships continue to be built, so there is continuity here as 
well. 

Isayama [Q]: Mr. Yamamoto, in the aerospace systems and defense, has the supplemental budget that was 
decided in December been reflected in the upward revision made this time, or is that another story?  

Yamamoto [A]: Although reflected, the impact of the supplemental budget on our company was not that 
significant. 

Isayama [Q]: I understand very well. Thank you. The second question is about Q4 for powersports. For Q4, or 
rather next year, given the difficult environment and trends in sales promotion expenses, I am quite 
concerned about the profitability target and whether profitability will be restored in the time frame that you 
originally mentioned. For example, the 8% target for FY2027 was originally stated for each business, but I 
honestly feel that the situation is very difficult for the motorcycle industry. What is your thought on making 
breakthrough in the current situation?  

I understand what you said about wanting to do your best to achieve in Q4, but your profitability has fallen to 
the level right after COVID-19 pandemic, so I think we are pretty far away from even high single digits. Could 
you tell me what your plans are and what you think you should do regarding powersports? Thank you. 

Yamamoto [A]: Of course, the increase in costs due to tariffs is a major reason for the decline in profitability, 
but there is also a significant increase in fixed costs associated with the establishment of the four-wheel plant 
in Mexico, and we are not operating at a level commensurate with those fixed costs. As for measures to be 
taken, we believe it is very important to first increase the utilization rate of this Mexican plant. To achieve this, 
we will expand the number of USMCA-certified models and increase the production of those models to raise 
their utilization rates. Currently, the occupancy rate is still in the 70% range, and we hope to bring this to 100% 
soon. In addition, we are working to improve our focus product, RIDGE. Although RIDGE's sales volume is 
increasing, it has not reached our initial expectations, and we are working on improvements to further 
enhance the product. 
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The other is retail finance in the US, which is a joint venture with ITOCHU Corporation. We aim to expand our 
business in all US states, and as of the end of December, we have begun operations in 35 states. We hope to 
cover the entire state by the end of FY2026, and to make a positive impact in terms of sales. 

Isayama [Q]: I think that the business such as powersports is a bit far away from the 8% or 10% that you 
originally mentioned, but is the target of the year 2027 a pretty hard target? If the 10% target for FY2030 is a 
hard target and you are forced to go to 8% by FY2027, I think powersports will have to do a lot of things for 
next year. May I just confirm how 8% is important? 

Yamamoto [A]: When we set this goal in FY2023, we set the target that 8% should be reached in the middle 
of the year until 2030, so the final goal of 10% in 2030 is important. However, for the Powersports & Engines 
business,  it is difficult to say at this stage what the market trend will be in FY2027, which is coming up next 
year, so it is difficult to give an answer as to how certain we are of achieving 8% in FY2027. 

However, we are working hard to improve fixed costs and sales, and as you say, we are aware that achieving 
the 8% target is becoming more difficult, but we would like to take another look at market trends. 

Isayama [M]: Thank you. That is all from me. 

Yamamoto [M]: Thank you. 

Moderator [M]: Thank you. Next, I will connect to Mr. Graeme McDonald of Citigroup Global Markets Japan 
Inc. Please go ahead. 

McDonald [Q]: Thank you very much for today. I have many things, but I will be brief in two questions. One is 
cash flow. I heard Mr. Yamamoto's talk earlier and thought there are many areas of difficulty as defense-
related budget is mostly long in cycle. I think that institutional investors have limited funds and you may not 
want to hear it but the situation of MHI's nine-month cash flow and that of your company is totally different. 
I am well aware that the situation is different because MHI has the gas turbine business, etc., but their cash 
flow was plus/minus zero three months ago and it is now about positive JPY200 billion. I understand that your 
company's cash flow is always seasonally strong in Q4, but I think that unless you have more visibility and 
produce some more figures for this fiscal year or next year, it will be difficult to evaluate the cash flow highly 
compared to MHI. What is your thought on this kind of opinion? 

Yamamoto [A]: I think you are right. I feel ashamed of the fact that we have not been able to explain the 
situation in a way that has visibility. Our stance is to first prioritize a review of our shareholder return policy 
and change to the DOE standard. We will first decide on shareholder returns, which are very important, and 
then we will create a cash allocation plan including a growth investment policy that can be explained to 
everyone with more visibility. 

McDonald [Q]: By the way, how much free cash flow do you expect this fiscal year? 

Yamamoto [A]: At the moment, the impact of the revision of the so-called subcontracting law has had a very 
large negative impact on our cash flow, and for this fiscal year, it is still a bit difficult. We are trying to make it 
positive somehow. 

McDonald [Q]: OK, I understand. Now, due to time constraints, I may have missed something in your earlier 
section on investment for growth, but on page 46, you indicate a number of project topics, such as the future 
of AI nursing robots, etc. Will you be actively investing in this area in the future—in the robotics field as a 
whole?, Mr. Yamamoto? You used the word "aggressive." 
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Yamamoto [A]: Yes, that's right. We have positioned hydrogen and robotics as growth areas, and we will 
invest in these areas as much as possible. 

Of course, there are still other areas in which we need to invest, and we would like to maintain a good overall 
balance. 

McDonald [Q]: I see. I mean, as Mr. Isayama asked earlier in the powersports segment, there is a 10% profit 
margin target for FY2030. 8% is already a tough target for the next fiscal year, and come to think of it, isn't it 
even tougher to achieve such an operating profit margin for robots and the like? Isn't it quite difficult to 
achieve such an operating profit margin? 

Yamamoto [A]: Regarding robots, I think the key is the growth of semiconductors and medicaroids. 

Of course, it is important to improve conventional products, but since semiconductors are expected to be the 
most profitable, we will grow semiconductor-related in the future. 

The current order situation is improving significantly, so I have high expectations for the next fiscal year. 

McDonald [Q]: OK, I understand. And one more quick thing. Similar question, but the rolling stock business is 
still the hardest to make profitable. It was good that you obtained a large order in the US. Your backlog orders 
are growing and you have quite a few works for next several years. For these, it is difficult to achieve 10% as 
well as 8%. The cost including labor cost is high in the US and it will be labor-intensive business. Once again, 
how can you achieve a profit margin of about 8% in the rolling stock business? What kind of projections do 
you have for FY2030? Is it going to be 5 years down the road? If you ask me, it's not quite difficult to achieve, 
but what do you think? 

Yamamoto [A]: With regard to the New York City subway, the cost is high because it has to be built in the US. 
However, since prices have been rising significantly, we have received the order with the expectation that we 
can generate a sufficient 8% to 10% business profit, and if we proceed steadily, we should be able to generate 
8%. 

In addition, I think it is very important to increase the after-sales and parts business, not just manufacturing. 
We have already established such a specialized organization within the division to address this issue. Especially 
in the area of condition monitoring, we have very advanced technology and would like to develop this area. 

McDonald [Q]: I only have the operating margin trends for the past 10 years at hand, but I have the image 
that 8% has not been achieved, so somehow, it may not be an easy or straightforward figure to 
achievenumber, but please do your best. 

Yamamoto [A]: I think we have to work hard on the areas I just mentioned. 

McDonald [M]: Please do so. Sorry. Thank you. 

Moderator [M]: Thank you. Next, we will connect to Mr. Taninaka of SMBC Nikko Securities Inc. Please go 
ahead. 

Taninaka [Q]: My name is Taninaka from BofA Securities. Thank you. I have two points. The first point is that 
the impact of tariffs on powersports and engines has been mitigated by JPY2.4 billion as upward revision, 
although it is a small amount. Could you tell me the background behind this? If it is something like a USMCA 
application being approved or a change in procurement source, it will have a full-year effect for the new fiscal 
year, so may I ask what the background is behind this upward revision? 
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Yamamoto [A]: This is because the tariff costs were lower than expected as a result of the scrutiny at the 
general-purpose engines in powersports.  

Taninaka [Q]: Thank you. The second point is your assumption for the 4th quarter for powersports and 
engines. If my subtraction calculation is correct, it is 29,000 units for 4-wheelers and PWCs, is it? In terms of 
YoY, the growth rate is assumed to be 26%, which is a rather aggressive growth rate, and in the case of 
motorcycles in emerging countries, it is assumed to be 99,000 units, which is about 50% growth in terms of 
YoY basis. Motorcycles in developed countries declined YoY in Q3 but the forecast for Q4 is flat. May I ask 
what kind of sales expansion measures you are incorporating into your fourth quarter sales plan for 
motorcycles in developed countries, emerging countries, and four-wheeled vehicles? 

Yamamoto [A]: In developed country motorcycles, in Europe, the Q3 last year was higher due to the inclusion 
of the delayed period of logistics problems that occurred in the Q2 period. We recognize that the Q3 of the 
current fiscal year was a negative comparison with the Q3 of the previous year, and not a particularly 
worsening situation. As for the Q4, we believe it is a reasonable plan as it is the same level as the same period 
of the previous year. 

As for motorcycles in emerging countries, we plan to significantly increase sales in the Philippines, where the 
recovery trend is clear. The Q3 results for four-wheeled vehicles were up 3.5% over the same period last year, 
which is a favorable trend, but we also see this as demand supported by the sales promotions of various 
companies. Despite the difficult situation, we will work to achieve sales in the Q4 that exceed those in the Q3. 

Taninaka [M]: Understood. Thank you. That is all from me. 

Moderator [M]: Thank you. Next, we will connect to Mr. Tai of Daiwa Securities Co. Ltd. Please go ahead. 

Tai [Q]: This is Tai. Thank you. Thank you for your support. First, I'm sorry, Mr. Yamamoto, if I'm missing 
something, but I think Q3 of aerospace has shown tremendous profit, but how much of this is transitory 
impact? 

Yamamoto [A]: By transient, you mean both gains and losses. 

Tai [Q]: No, the loss is too detailed, so not necessary. I think that you have been talking about the possibility 
of a temporary improvement in Q3 related to aero engine since after the Q2, and I wonder if that is included 
in the profit margin. I think this is my own guess, but I think the profit margin was about 14% in the first three 
months, and I wonder if this is not a result of your ability. 

Yamamoto [A]: There is no particular transient factor included. 

Tai [Q]: So with this 14% profit margin and the current exchange rate, you are saying that this is roughly the 
value of the Company's ability? 

Yamamoto [A]: Yes, that's right. Not particular transient factor boosted the profitability. 

Tai [Q]: Understood. Then, the number of 787s, which is about 8 now, is about to increase to about 10. Boeing 
will maintain that rate, and of course the number for the Ministry of Defense will increase a little bit, and the 
profit margin will also increase a little bit. If we consider such a situation, next year, could you be able to earn 
a profit margin of more than 10% for the whole year from this aerospace business?  

Yamamoto [A]: As for aerospace, we believe it will be strong enough for the coming year. As for aero engines, 
we still believe that passenger demand and flight hours will further increase in the next fiscal year, so we 
expect this to be an area of growth. 
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As for airframes, sales and profit margins for the Ministry of Defense will grow, and for Boeing, we expect 
sales of the 787 to grow as well, as we will be working toward 10 aircraft from the latter half of 2026. 

Tai [Q]: Thank you. Just one more thing. For powersports, it was being discussed that the profit is projected 
to grow in Q4 compared to the performance up to Q3. If Q4 goes as planned, I am wondering if there will be 
any reactionary decline in the next fiscal year. In short, I was just wondering what the current level of 
inventory is. 

Yamamoto [A]: As for motorcycles in the US, I think the level is about right. I also think that the level of four-
wheeled vehicles and European two-wheeled vehicles is slightly above the appropriate level. We do not think 
that the level of inventory is at such a high level of concern, and we are not planning to force the achievement 
of this goal even if it means increasing inventory. It is not the plan that will give negative impact on the next 
fiscal year.  

Tai [M]: Understood. That is all from me. Thank you. 

Moderator [M]: Thank you. Next, we will connect to Mr. Fukuhara of Jefferies Japan Limited Please go ahead. 

Fukuhara [Q]: My name is Fukuhara from Jefferies. Thank you for today. Thank you for your support. As for 
the profit level of aerospace systems, if there was no such one-off incident in the third or fourth quarter, it 
will increase in the next fiscal year. As a confirmation, your original assumption is that the profit margin for 
the defense sector will probably reach 10% toward FY2027. Is it correct that the progress of profit margin for 
products for defense sector is basically targeted toward 2027 and it is unlikely that the target is achieved 
ahead of the schedule? This is the first point. 

Yamamoto [A]: Regarding the business profit margin for the defense sector, we expect it to be around 8% at 
the end of this fiscal year, and as of the end of the Q3, it was around 7%, showing steady progress. 

For the next fiscal year, we expect that about 90% of our sales will be replaced by new contracts with higher 
margins, and 100% by FY2027. If this is the case, the achievement of a 10% business profit margin will be in 
FY2027, which is unchanged from the previous explanation. 

Fukuhara [Q]: Understood. My second question is about powersports. Although there have been discussions 
about profit margins and the like, when looking at the next fiscal year, even if sales are to be increased, sales 
promotion expenses will still be incurred. In addition, I think that tariffs will probably increase YoY. Do you 
think you can somehow manage to increase the absolute amount of revenue and profit for the next year for 
powersports segment, although it declined to JPY20.5 billion this fiscal year? 

Also, please let me confirm how much tariffs are likely to increase Year-on-Year next year. Thank you. 

Yamamoto [A]: I can't tell you what our plans are for the next fiscal year because they are currently being 
formulated, but we believe that we must achieve an increase in revenue in order to raise the occupancy rate 
and recover fixed costs. 

Naturally, we will aim for an increase in profits if revenues increase, but we intend to fully analyze and study 
this issue in the future. 

Fukuhara [Q]: The impact of tariffs was 170 this year, but how much do you think it will be next year? 

Yamamoto [A]: I think it would basically be double the impact amount for H2 of the current fiscal year. 
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Fukuhara [Q]: I see. You expect to somehow reduce the negative impact through fixed cost reductions and 
sales volume effects, don't you? 

Yamamoto [A]: Yes, that's right. 

Fukuhara [M]: Understood. Thank you. That is all. 

Yamamoto [M]: Thank you. 

Moderator [M]: Thank you. Since there seem to be no questions, I will end the question-and-answer session. 

In closing, Yamamoto would like to say a few words to you all. 

Yamamoto [M]: Thank you very much for your time. With the end of FY2025 in just two months, we will do 
our best in the remaining two months to achieve even a slight upward revision to the full-year forecast 
presented today. Thank you very much. 

Moderator [M]: That concludes the financial results presentation. Thank you for your participation. 

[END] 

______________ 
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