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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's speakers are Yasuhiko Hashimoto, Representative Director, President and Chief Executive Officer; and 
Katsuya Yamamoto, Representative Director, Vice President and Senior Executive Officer. They will now 
explain the financial results for FY2025, the outlook for FY2026, and their vision for future business growth. 
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. President 
Hashimoto, please go ahead. 

Hashimoto: Thank you for your participation today. I am Hashimoto, Representative Director, President and 
Chief Executive Officer. First, we would like to express our deepest apologies once again for the concerns we 
have caused to all parties concerned in the past fiscal year due to the irregularities that were discovered in 
the course of the investigation. Last December, the final report of the Special Investigation Committee was 
received. The amount of impact related to this matter is also reflected in our FY2025 results, and we believe 
that the impact on our results for the current fiscal year and beyond has been limited. We will continue to 
make every effort to restore confidence in our company. 
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Now, with regard to the financial results for the full year of FY2025, revenue was JPY2.3112 trillion, business 
profit was JPY145.1 billion, and net income attributable to owners of the parent was JPY108.1 billion, all of 
which were record highs for the second consecutive year. 

The forecast for FY2026 is based on an exchange rate assumption of JPY150 to the dollar, and a significant 
business profit of JPY170 billion, which is the highest profit ever recorded in the Company's important 
business segment. We are also planning JPY110 billion in net income, an increase from FY2025, and we believe 
that we are making good progress toward our goal of achieving a business profit margin of more than 10% in 
all business segments in FY2030. 

With regard to the external environment, we have factored in a certain degree of risk, assuming material 
procurement difficulties and production delays due to the situation in the Middle East. Regarding the tariff 
policy of the US, we have assumed the systems and tariff rates that have been applied or are expected to be 
applied at this time, but have not factored in the impact of the refund of the so-called reciprocal tariffs paid 
in the previous fiscal year. We will reflect this in our earnings forecasts as necessary, based on the latest 
situation after the next announcement of financial results. 

Now, let's move on to the detailed explanation. Mr. Yamamoto, please go ahead. 
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Yamamoto : I am Yamamoto, Vice President. Let me begin to explain the financial results. Please see page 
five. 

As you can see in our FY2025 financial results, we achieved YoY increases in both sales and profits, and set 
new records for orders, sales, and profits, respectively. The yen's depreciation at the end of the fiscal year 
also helped to boost profit before tax by JPY23.5 billion to JPY145.5 billion and net income by JPY18.1 billion 
to JPY108.1 billion, a significant increase compared to the February forecast. As you can see, the weighted-
average exchange rates was approximately JPY1.7 stronger than that of the same period last year, and the 
amount of foreign currency affecting profit/loss was 2.2 billion dollars. 
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See page six. The chart shows the breakdown of orders, 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, resulting in an increase in both revenue and profit. On the 
other hand, as shown in (2), the powersports and engine business achieved an increased revenue, but posted 
lower profit due to higher tariff costs and lower profitability in the US powersports market against the 
backdrop of an intensified competitive environment. 
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Page seven, income statement. Please see the table for the detail. As shown in (1), although SG&A expenses 
increased in line with sales growth, the SG&A-to-sales ratio declined due to fixed cost containment. 
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See page eight. As mentioned in (2), the yen weakened at the end of the period, resulting in a foreign exchange 
gain of JPY18.9 billion from the translation of foreign currency-denominated bonds. As a result, net income 
attributable to owners of the parent company increased by JPY20.1 billion from the previous year to JPY108.1 
billion. 
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See page nine. Let me explain the factors that contribute to the changes in business profit. 

In terms of changes in revenue, powersports and engines made a significant contribution due to higher sales 
volume. On the other hand, change in product mix and other factors showed a marked improvement in the 
profitability of energy solution and marine, but a significant deterioration in powersports and engines. As a 
result, business profit increased JPY1.9 billion from the previous year to JPY145.1 billion. In addition, the US 
tariff policy had a negative impact of JPY18.7 billion as a cost increase, mainly in powersports and engines. 
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Please refer to page 10 for a detailed breakdown by segment. 
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Page 11, income statement. Please refer to the document for the factors that contributed to the change in 
assets in FY25. 
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See page 12. Factors affecting changes in liabilities and net assets. 

In addition to the securitization of receivables as indicated in (4), as indicated in (5), a portion of the JPY80 
billion consideration for the transfer of 20% of the shares of Kawasaki Motors to ITOCHU Corporation was 
used for repayment, resulting in a net debt-to-equity ratio of 54.5%, a significant improvement from the 70% 
range, which is our guideline. 
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Page 13, statement of cash flows. Despite increases in sales bonds and inventories in powersports and engines 
and aerospace systems, the high level of profit earning effects were significant, and free cash flow was positive 
at JPY12 billion, landing the Company in the black for the second consecutive year. 
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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 FY2026. 

Based on the exchange rate assumption of JPY150 to the dollar, we plan to increase business profit to JPY170 
billion, far exceeding last year's record profit, and net income to JPY110 billion. We see this as steady progress 
toward our business profit margin targets of 8% for FY2027 and over 10% for FY2030 for all business segments. 

As for external environmental risks, as stated in the material, we have factored in an impact of approximately 
JPY8 billion on a business income basis with respect to the situation in the Middle East, assuming the 
resumption of distribution of crude oil and other commodities and stabilization of economic activities by the 
end of June. The impact of the US tariff policy has been factored into our estimates based on the current 
system, but not the refund of IEEPA tariffs. 
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Page 17, factors for change in business profit for FY2026. The Company plans to achieve a significant increase 
in profit over the previous year, mainly by compensating for the decline in profitability resulting from higher 
costs due to the US tariff policy by increasing sales and optimizing prices. 
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See page 18. In aerospace systems, energy solutions and marine engineering, precision machinery & robotics, 
and powersports and engines, we plan to increase profit mainly due to higher sales. On the other hand, in 
terms of elimination and corporate, income decreased due to aggressive investments in new businesses. See 
page 53 for details. 



 
 

 
 
      
    

17 
 

 

Now on page 21, aerospace systems. As shown in the slide, the results for FY2025 fell slightly short of the 
February forecast in terms of sales, but business profit increased by JPY2.4 billion to JPY62.4 billion, mainly 
due to improved profitability of the aero engine business. 

As for the outlook for FY2026, although orders will temporarily decrease due to the trough of large orders for 
the Ministry of Defense, sales revenue will increase due to an increase in sales to the Ministry of Defense, 
Boeing, and aero engines for commercial aircraft. Profits are also expected to increase significantly due to the 
increase in sales. 
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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. 
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See page 23. The 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. This page describes the current business environment and order trends for the segment, as well 
as priority measures and specific initiatives to achieve the forecast. 
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See page 25, rolling stock. The results for the FY2025 are shown on the slide. 

As for the outlook for FY2026, while orders received will decline in reaction to the large orders for the New 
York Subway in the previous fiscal year, sales revenue will remain almost flat. Profit is projected to increase 
by JPY1.4 billion to JPY10 billion, due in part to the reversal of last year's one-time loss. 
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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 for New York City Subway, 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. Please refer to the following information regarding the impact of the situation in the Middle East 
on the production process due to difficulties in procuring solvents and other materials, as well as 
countermeasures. In addition, we have been able to secure materials since the beginning of May. 
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Page 29, energy solutions and marine engineering. The results for the FY2025 are shown on the slide. Business 
income fell short of the figure announced in February due to the recording of the impact of the submarine-
related impropriety incident in Q4. 

Regarding the outlook for FY2026, orders received will increase due to an increase in the plant business and 
an increase in orders for the Ministry of Defense in the ship and offshore structure business. Revenues is 
expected to increase mainly due to higher revenues from the marine propulsion and ship and offshore 
structure. Business income is also expected to increase by JPY14 billion from the previous year to JPY69 billion, 
due to the absence of the one-time loss mentioned earlier, as well as an increase in income from higher sales. 
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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. We will omit the explanation. 
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See page 32. About specific efforts. This section describes the status of orders received for waste treatment 
facilities as they relate to products and services that contribute to the realization of a low-carbon, 
decarbonized society, which is the core axis of this segment. 

In addition, as part of our efforts to provide decarbonization solutions, we have introduced the start of 
demonstration operation of a centrifugal hydrogen compressor for a hydrogen liquefaction plant at our 
Harima Plant. 
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Page 33, precision machinery and robot. As shown in the slide, sales and profits for FY2025 were almost in 
line with the figures announced in February. 

Regarding the forecast for FY2026, both orders and sales will increase due to an increase in hydraulic 
equipment for the Chinese construction equipment market and robots for semiconductor manufacturing 
equipment. Profits are also expected to increase significantly due to the increase in sales. 
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Let's move on to page 34. This page includes orders received and revenue from precision machinery and 
robots, respectively. The following table also shows sales of hydraulic equipment to the Chinese market and 
a breakdown of robot sales by field for your reference. 
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See page 35. We will omit the explanation. 
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See page 36. Regarding the business environment. As explained earlier, we expect a steady recovery in both 
hydraulic equipment and robots. 
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Page 37, powersports and engine. Regarding the results for FY2025, both sales and profits were higher than 
those announced in February. 

Regarding the outlook for FY2026, despite the impact of the situation in the Middle East and the JPY17.3 
billion more in US tariffs than in the previous fiscal year, motorcycle sales are strong in both North America 
and Europe. The Company expects an increase in both sales and profit, mainly due to the growing market 
share. 
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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. We will omit the explanation. 
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See page 40. This section describes the business environment and order trends. The impact of the situation 
in the Middle East has also been newly included for your reference. 
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Let's move on to page 42. shareholder returns. As announced in February, the dividend will be based on a 
DOE of 4% from this time forward. The year-end dividend for FY2025 is JPY19.2 per share, an increase of JPY1 
per share from the February announcement, due to the increase in profit. As a result, the annual dividend will 
be JPY34.2 per share. In addition, we plan to increase the annual dividend to JPY40 per share in FY2026. 
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See page 43. We are pleased to report two project topics. First, we will introduce hydrogen and our gas to 
gasoline technology from the perspective of energy security and carbon neutral acceleration. 

As the situation in the Middle East worsens and energy security risks increase worldwide, hydrogen is 
expected to become even more promising as an alternative energy source to fossil fuels and as a fundamental 
resource that can be converted into a wide variety of products. 

For example, the GTG plant we delivered to Turkmenistan in 2019, which produces high-quality gasoline from 
natural gas, synthesizes hydrogen and CO2 in the process. It is also possible to produce carbon-neutral 
gasoline by using CO2 that is synthesized with hydrogen as vegetable-derived or from DAC or other sources. 

While there are concerns about the current shortage of naphtha and other petroleum-related materials in 
Japan, we believe that the application of our GTG technology will enable us to generate these materials, and 
we see many business opportunities for our company. 
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Let's move on to page 44. On this page, we would like to introduce our collaboration with Bosch Rexroth AG, 
one of the world's leading hydraulic equipment manufacturers, on next-generation construction machinery. 

The collaboration aims to establish next-generation standard technologies and strengthen competitiveness 
by combining Kawasaki’s strengths in system integration and high-quality hydraulic components with Bosch 
Rexroth’s advanced digital and software capabilities. 
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See page 45. Since this is the year-end closing, we would like to introduce two ESG-related topics. 

First, we will explain our response to the inappropriate incidents uncovered in 2024. 

The Company received the final report from the Special Investigation Committee in December 2025 and 
announced it on the same day. In response to this, we have implemented measures to prevent recurrence in 
a timely and continuous manner since the incident was discovered, as described in the slide. 

Most recently, in April of this year, we established the Quality Assurance Generalization Department, which 
oversees quality assurance across the entire company, and the Quality Assurance Control Department under 
it, thereby creating a system for centralized supervision and guidance of the quality assurance functions of 
each business division. In addition, an organizational culture reform and compliance department has been 
newly established directly under the Human Resources Division at the head office to promote human resource 
development and legal compliance initiatives in an integrated manner. This will accelerate the shift to a 
corporate culture based on trust and dialogue, and steadily promote the transformation to management that 
places the highest priority on compliance. 
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See page 46. We have conducted an annual employee engagement survey (WinDEX) since FY2020. We use 
the "active group ratio" defined by a third-party survey organization as a KPI and are working to improve this 
ratio. In the current fiscal year, the ratio of active groups in FY2025 improved significantly to 36%, up 5 points 
from the previous year and higher than the average for Japanese companies, thanks to successful efforts on 
organizational culture reform. We will continue to strengthen our activities to achieve 50% of the global level 
by FY2030. 

In addition, this year, as in the previous year, the Company was selected for the second consecutive year for 
inclusion in the Dow Jones Best-in-Class Indices, a global stock price index. We understand that this is a 
recognition of the status of our ongoing ESG initiatives. 
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Please refer to the reference information attached on page 47 and thereafter. Please refer to page 53 for a 
breakdown of the Details of Eliminations and Corporate. This concludes my explanation. 

Moderator: Thank you. Next, Hashimoto will explain the image of future business growth. President 
Hashimoto, please go ahead. 
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Hashimoto: I will now explain the outlook for achieving a 10% business profit margin as outlined in the Group 
vision 2030. 

First, as explained earlier, the financial results for FY2025 resulted in record highs in both sales and profits. 

By business segment, in the order-based business, not only in the aerospace systems business but also in the 
Ship and Offshore Structure business in energy solution and marine engineering, the shipbuilding business of 
the equity method affiliate in China is performing well. In Japan, the construction of a series of LPG ammonia 
carriers has also made a significant contribution to profit growth. 

In addition, the rolling stock business has stabilized mainly in North America, with the mass production of the 
R211 project for the New York City Subway and additional orders for the R268 project of the same type. 

In addition, in the mass-production-related business, price shifting and cost reductions are progressing in 
precision machinery and robots. In addition, expanded sales of robots for semiconductor manufacturing 
equipment, one of the Company's strengths, contributed to improved profitability, and the powersports and 
engine business also posted higher-than-expected sales and profits, mainly due to strong sales of high-priced 
four-wheel vehicles, despite the impact of tariffs in Q4. 

In light of these circumstances, we expect both sales and profits for FY2026, which we announced today, to 
be significantly higher than in FY2025. 

We expect to be affected by changes in the external environment, including the situation in the Middle East, 
exchange rates, and US tariffs. On the other hand, we feel that the opportunities to demonstrate the true 
value of the technologies and businesses we have cultivated are becoming greater and greater as the defense 
budget expands, physical AI emerges, and the government clarifies its 17 strategic fields. 
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With regard to the profit forecast for FY2026, it may appear that there is a bit of a gap compared to the target, 
but as you know, both civil and defense will grow in aerospace systems starting in FY2027. In addition, in the 
precision machinery and robot business, the profit margin is improving as we continue our business reforms, 
and we expect to see significant results from these efforts beginning in FY2027. Furthermore, in KMC's four-
wheel business, production and sales are expected to stabilize from FY2027, and the business profit margin 
of 8% for FY2027 is now a realistic figure. 

The entire group will work together to achieve a business profit margin of 10% or more in all business fields 
by 2030. We look forward to your continued support and encouragement. Thank you for your attention today. 
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Question & Answer 

 

Moderator [M]: Thank you. We will now move to the question-and-answer session. 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.  

We will now begin the question-and-answer session. Let me put you through to Mr. Maekawa of Nomura 
Securities, first. Please unmute and ask your question. 

Maekawa [Q]: My name is Maekawa from Nomura Securities Co. Thank you for your presentation. Now I 
would like to ask two questions. 

First, I would like to ask you about the powersports and engine segment. The fiscal year just completed 
exceeded the plan, and I believe that you expect the profit to recover this fiscal year to JPY30 billion. I would 
like to ask once again about the background of this. For example, customs costs are expected to increase this 
fiscal year, but I think the growth is a little smaller than you had previously mentioned. Perhaps this is partly 
because price increase is progressing. Also, about volume. You said you have incorporated the risk in the 
Middle East, but the plan is for growth including for four-wheeled vehicles. Volume was quite strong in the 
four-wheeled vehicles. 

The background of this strong performance in the January-March period, and then the background of the 
profit increase in the current period. I think that controlling expenses, including sales promotion expenses, 
was also an issue for this business. I would appreciate it if you could supplement your explanation, both 
qualitative and quantitative, of how you plan to achieve these figures from the past few months into the 
current fiscal year. Thank you. 

Yamamoto [A]: Yes. Thank you for your question. Yamamoto will answer your question.  

First, sales, revenue, and business profit exceeded the forecast announced in February. I think that the slightly 
conservative view of motorcycles and general-purpose engines in developed countries contributed to the 
increase in profits, while it was a bit challenging for motorcycles in emerging countries, but overall, the 
increase in developed countries contributed to the increase in profits. 

In Q4 in particular, we had expected a decline in demand and logistics risks, but the impact was not as great 
as we had expected, and we believe that this resulted in the outperformance. 

As for sales, in FY2025, sales increased by about 12%, which is quite large compared to the previous year, but 
for FY2026, we plan to increase sales by about 7% to JPYP730 billion, which we believe is not too challenging 
to achieve. In addition, we had expected the motorcycle market to drop about 5% to 10%, but actually, the 
market increased YoY from January to March. So we believe that the current market situation for motorcycles 
is showing signs of recovery. 

However, for the whole of FY2026, depending on developments in the Middle East, there may be a cooling 
down of the market due to soaring fuel prices, but we do not have any clear view on that yet. Since we are 
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not currently experiencing a decline in demand, we believe that our plan is neutral. I hope I answered your 
question.  

Maekawa [Q]: Especially in the current fiscal year, when you say that profits are expected to increase by JPY30 
billion, do you mean that the 7% increase in sales will result in a significant increase, or is this a result of cost 
control measures in areas where expenses were incurred last year? I would appreciate it if you could provide 
some additional background on the recovery to JPY30 billion, as we have not given the waterfall chart on 
changes of profit toward new fiscal year. Thank you. 

Yamamoto [A]: Yes. Since the Q4 results were quite good with increase profit due to an increase in sales, and 
we have factored in tariffs and the situation in the Middle East from the beginning, I think we are neutral this 
time. 

Maekawa [Q]: The market's view on the Middle East situation is 12%, but you are only seeing a 7% increase 
in revenue, so is it correct to say that you are looking at risk there? 

Yamamoto [A]: Yes, that's right. Of course, we have been working to reduce fixed costs since last year, and 
we expect to make further progress this year, which will have a positive effect throughout the year. 

Maekawa [Q]: Understood. Thank you. 

The second point I would like to ask is on the view of operating profit margin, which President Hashimoto 
gave us again in his presentation at the end. It is about the precision machinery and robot and power sports. 
I think the profit margin will increase as the volume increases, and you mentioned that 8% target is becoming 
realistic. However, looking at each segment, it seems that the performance is quite polarized at this point in 
time. Previously, you said that each business is aiming for 10%. However, given there is some variation among 
businesses, I wonder if the direction has changed to the one that whole company altogether aims for this 
profitability target. If possible, we would be grateful if you could give us a more detailed picture of each 
business when the level reaches 8% or 10% or more. 

Yamamoto [A]: Yes. Hashimoto's will answer that. As you know, in the Aerospace and energy solution and 
marine engineering, the energy solution and marine has already exceeded 10%, and we have a high degree 
of certainty in the Aerospace as well. In addition, we have implemented business structure reform from the 
last year to this year in precision machinery and robot, and begun to implement a variety of measures to 
improve profits in our China business, to focus on particularly profitable businesses, and to take various 
measures for future businesses. 

The figures do not yet include profits from AI, etc., but for precision machinery and robots, we can now see 
that we will be able to exceed 8% in the next fiscal year, FY2027. 

And beyond that, I can see the Precision Machinery & Robot, Aerospace, and Energy Solutions sectors 
exceeding 10%. 

As for motorcycles, we are getting pretty close to that line. This is because various measures we implemented 
last year are beginning to contribute to profit. This include reducing fixed cost in the current challenging 
situation, and for four-wheelers, narrowing down the types of vehicles to sell to the ones that are selling well. 
This time, profitable full-cab model has been especially strong.  

Also, with regard to rolling stocks, it is actually North America that is driving the strong performance. Although 
operations in Japan are currently low, we know that operations in Japan and Asia will increase significantly 
from FY2028, and we can see the level of our business plan reaching almost 10% for the main body of the 
Company alone. 
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We are of course aiming for 15% in some of our businesses, not 10%, but everyone is committed to exceeding 
10% in all of our businesses, and the steady changes we are making toward that goal are starting to show in 
our profits. 

In particular, as for the 8% growth rate for FY2027 that we set in the halfway, we are currently implementing 
business structure reforms. Although only a portion of the effects of these reforms have been realized this 
year, we expect to see further increases in profits next year, and in FY2028, the effects of these reforms will 
begin to emerge, leading to increases in FY2028, FY2029, FY2030, and so on. I hope you will understand that 
this growth scenario is becoming a reality. 

Maekawa [Q]: I see. As you just mentioned, looking at each business segment, the speed of increase in 
motorcycles may be a little slower, but other products such as Precision Machinery & Robots and rolling stocks 
are expected to come surprisingly close to 8% in the next fiscal year, is that right?  

Hashimoto [A]: rolling stocks will not reach yet next year. rolling stocks will be getting close to the target from 
FY28. Yes. 

Maekawa [Q]: Understood. That is all from me. Thank you. 

Moderator [M]: Thank you. Next, we will put you through to Mr. Isayama of Goldman Sachs Securities. Please 
unmute and ask your question. 

Isayama [Q]: Thank you very much for all your help. My name is Isayama from Goldman Sachs Securities. 
Thank you. 

For the first question, I see the plan for the current fiscal year for aerospace systems is solid. Could explain 
the probability and trends of the increase in profit of less than JPY10 billion this time by dividing it into aircraft, 
engines, and defense systems? 

Especially in the engine area, it is due to the flight hour changes in response to the situation in the Middle 
East, so I believe an increase will not be much considering sales mix. I would like to know your assumption to 
the plan.  

Again, I would like to know the prospects on profit increase for engines, aircraft, and defense, respectively. 
Even if it is difficult to give a specific amount, could you tell me which business is expected to drive the increase 
and how you estimated the impact of the Middle East situation this time? I would appreciate your explanation. 
Thank you. 

Yamamoto [A]: Yes. The engines business has been growing for a long time and especially strong since the 
end of COVID-19 pandemic. The sales volume of built-in engine such as PW1100G and Trent XWB has been 
increasing substantially from last year to this fiscal year. Although after-sales business is growing, the ratio of 
new creation to after-sales business is not that different, so in that sense, I think the growth appears to be a 
little slower than it should be. It is safe to say that a major factor is the expected large increase in sales volume 
of built-in engine.  

As for Boeing's commercial aircraft, the number of Boeing 787s is currently eight, but this year the number is 
expected to increase to ten, which means that there will be a large increase in this area. We are expecting 
stable production on the basis of 10 aircrafts per month. Also, we expect the 777X EIS in early 2027, so we 
see this business growing as the number of aircraft will grow toward that time. 

As for the defense sector, the sales of aircraft are expected to increase by about JPY50 billion to JPY349 billion, 
so there has been steady growth. The ratio of profitable new contract to sales is expected to grow from 80% 
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in FY2025 to 90% in FY2026. We are confident that we will be able to improve profitability in this area as well. 
That's the way I feel about it. I hope I answered your question.  

Isayama [Q]: Thank you, Vice President. I'm sorry. In terms of defense, I don't think there will be any major 
changes in your company's existing lineup, especially in terms of the elimination of export restrictions. This 
time, orders are falling back as the rebound of what you have been receiving so far. The next phase of a large 
increase in defense orders, if any, would be from the next fiscal year onward, is that correct? 

Or do you see it growing significantly again in the next fiscal year, or in the phase when the story of standoff 
missiles are coming up? I would appreciate it if you could provide some additional information on the next 
stage of growth for defense, or when you see the timing of the growth of defense in aerospace. 

Yamamoto [A]: Yes, that's right. There is an off-season for orders for large aircraft this fiscal year, so there 
will be a slight drop this fiscal year, but we believe that orders will return in FY2027. 

Isayama [Q]: I understand very well. Thank you. 

Second, I would also like to ask about the profitability part and powersports. I would especially like to ask 
President Hashimoto again, if I may. I'm sorry if I sound rule, but in the last two years, the performance in 
powersports has been below the plan and only in the latest quarter, it exceeded the plan. Is your forecast of 
JPY30 billion this time truly after careful consideration and study?  

In your earlier exchange with Mr. Maekawa, you seemed to be expecting 8% in the powersports strongly. I 
honestly thought if the business turned around so quickly. You are expecting 8% margin and 10% in the future. 
Has the performance of powersports improved so much? Do you have confidence in the way you have come 
up with the numbers this time? This is my second question. Thank you. 

Hashimoto [A]: Yes. In powersports and engines, we focused most of our efforts last year on reducing fixed 
costs and specializing in highly profitable areas. As a result of a considerable review of the situation where 
expected sales volume was not achieved for four-wheel vehicle, we decided to target our best-selling products, 
especially RIDGE. The number for RIDGE grew substantially since we launched the revised model to meet 
customer needs this year. 

We formulated the plan of JPY30 billion as the middle of the range for us. As to whether powersports and 
engines will reach 8% next year, we probably won't reach that level next year. One of the reasons for the 
growth in H2 of last year was that the finance contract with ITOCHU contributed to the increase in sales, and 
most importantly, we were able to produce products that fit the four-wheel market to a certain extent. One 
of the major reason is that we are now able to produce high-priced products. The other thing is that 
motorcycles are selling better than expected. 

Also, since last year, we have been working on reducing fixed costs. Last year, the fixed cost reduction was 
only effective for about one-third of the total period, but this fiscal year it will be effective for almost the full 
period. Partially because of this, we believe our forecast of JPY30 billion to be fairly neutral. 

We still have to grow one more inch to reach 10% in the powersports and engines by 2030. However, in terms 
of the fixed costs planned for various products, we already have a plan that exceeds 10%. It is important to 
implement it firmly.  

The difficult decision is whether it is right for us to increase production in Mexico or in the US for four-wheel 
vehicle, depending on the tariff measures. We have to make decisions by carefully monitoring the situation. 
Overall, we feel that the market response to our products has been very positive, so this time the plan is at 
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the middle in a range. I regret that we revised the figures downward considerably last year and damaged your 
trust, but I believe that we will be able to maintain these figures this time around. 

Isayama [Q]: Thank you. Is it correct to understand that this figure is the result of President Hashimoto's 
careful study of the situation? 

Given the performance last year, I am not sure whether I can just accept this figure as it is this time. I think 
there were some expectations that you would bring in some kind of outside capital or do similar thing, but we 
have received a message that you seem to be able to accomplish this in an organic way. I would like to know 
frankly how confident you are, or whether President Hashimoto' himself is feeling good about it.  

Hashimoto [A]: Since last year, we at the head office have made a lot of changes regarding various policies 
for powersports and Engines. We have changed the organization and are now working under new structure,. 
It is true that we still have unstable factors in the situation such as tariffs, wars, and the fact that we cannot 
ride a car without gasoline. However, excluding those factors, we believe that we will be able to reach the 
JPY30 billion mark. 

Isayama [M]: I understand very well. Thank you. That is all from me. 

Moderator [M]: Thank you. I will now turn to Mr. Sasaki of UBS Securities. Please unmute and ask your 
question. 

Sasaki [Q]: My name is Sasaki from UBS Securities. Thank you for your presentation today. I have two 
questions as well. 

The first question is about energy solution and marine engineering. I think the forecast of performance is very 
sold for this fiscal year as well. I think there are a number of businesses here as well, such as shipping, joint 
ventures, energy, defense, etc. Based on each of these businesses, you will be able to reach a solid 15% OP 
margin this fiscal year. Can you please explain what is the concept of the revenue plan here, how is it organized, 
and what is the outlook? This is my first question. Thank you. 

Yamamoto [A]: Yes. Is it correct that your question is about factors in the increase in profit in FY2026? 

Sasaki [Q]: Yes, that's right. Also your view on each business. Yes. 

Yamamoto [A]: Yes. As for FY2026, as was explained earlier, one of the reasons is a reaction to the return of 
submarine-related payments in FY2025. Also, as was mentioned earlier, the increase in equity-method 
earnings in China related to ships is expected. In addition, we have received orders for 21 LPG/ammonia 
carriers in a row, and as H2 progresses, the prices of the vessels to which we have received orders are getting 
better and better. The profitability of vessels to be built this fiscal year is also expected to improve, as the 
price of vessels is expected to be much higher than last year. 

In addition, for energy and plant-related business, there are many projects, so we always set aside a 
contingency fund in the budget. If we have no troubles in sales and we dare to go through with the project to 
the end, the contingency will be released, which functions as a risk buffer to a certain extent. When it is 
released, the possibility of outperformance is high, so the current increase in profit is likely. 

Sasaki [Q]: Thank you very much. By the way, can you tell me if the profitability of the energy business is still 
expected to increase this fiscal year? 

Yamamoto [A]: Yes, in the energy business, we are very strong in gas turbines and gas engines for normal use 
and gas turbines for emergency power generation. Gas turbines for normal use is different from large-scale 
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gas turbines as what we deal with is up to 30 megawatts. Demand for these turbines is gradually increasing. 
More than anything, the orders for emergency gas turbines for data centers in Japan has been very strong. 
This growth rate has been increasing at an annual rate of more than 10%, and we expect this growth to 
continue in the current fiscal year. 

Sasaki [Q]: Very well understood. Clear. Thank you. 

Also, the second question is on page 34 as well, but what is your view on Precision Machinery & Robot? 

You mentioned about business structure reforms for the next fiscal year. We have exceeded the JPY20 billion 
mark this fiscal year, with 7% in sight. Looking at the external environment, I think the semiconductor and 
FHO industries are on a recovery trend, as are other companies, and the Chinese construction machinery 
industry is also experiencing a very favorable external environment. 

In this context, I was wondering if you could tell us about your thinking on earnings from Precision Machinery 
& Robots for this fiscal year's plan. This is my second question.  

Yamamoto [A]: Okay. First of all, to answer your question separately for hydraulic equipment and robots, our 
hydraulic equipment for the Chinese construction equipment market is originally very strong. These Chinese 
construction equipment manufacturers are now focusing on exports, and we expect an increase in demand 
for this type of equipment. 

In other regions, especially in North America, investment in infrastructure such as investment in AI data 
centers and pipeline construction is increasing, and hydraulic equipment is expected to increase both sales 
and income on the back of increased construction demand. 

In the area of robots, we expect to see a large increase in sales and profits, especially in the semiconductor 
industry, and we expect the segment as a whole to rise. 

Sasaki [Q]: Thank you very much. Would it be correct to say that this fiscal year, rather than the effects of 
structural reforms, sales and profits will increase due to the recovery in demand as you have just mentioned? 
What do you think? 

Hashimoto [A]: Hashimoto will answer. On the precision machinery side, the joint venture in China has been 
effective in reducing costs. 

On the robot side, especially in areas where we have to compete with ordinary Chinese-made robots, we have 
long ago developed a joint venture model with China that uses mostly Chinese parts. It is possible that this 
will finally begin to appear on the market, and that the effects of this will be seen in a big way in the next fiscal 
year. Such effects are beginning to emerge. Regarding the effect of cost reduction and reform in fixed cost, 
about one-third of it is expected to appear this fiscal year, and whole effect will appear from next fiscal year.  

Furthermore, in addition to what the market is saying now about future products, Precision Machinery & 
Robots will have a large effect in FY2027 when both the market part and our own improvement in the 
structure will be very much combined. Some will appear again this year. The market effect, plus some of the 
improvements in our own structure, will be reflected in the increase in the current fiscal year, which is still 
limited. However, even if it is limited, the increase will be this much, so we expect a great deal in the next 
fiscal year. 

Sasaki [M]: Very helpful. That is all from me. Thank you. Thank you. 
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Moderator [M]: Next, we will connect to Mr. Taninaka of SMBC Nikko Securities Inc. Please unmute and ask 
your question. 

Taninaka [Q]: My name is Taninaka from SMBC Nikko Securities. Thank you. 

I have two points, and the first is, again, I would like to ask about the underperformance in the fiscal year just 
ended for energy solution and marine engineering, and Defense. I would like to know the background of being 
short of the plan for JPY26.5 billion in sales and JPY6.5 billion in business profit in Energy Solutions. I heard 
that some of the reductions were due to inappropriate cases, so I wonder if that is the background. Also, 
Defense business underperformed the plan by JPY30.3 billion. Is this due to the same factor? 

In other words, you are expecting an increase in revenue for both energy solution and marine, and Defense-
related business in the new fiscal year, but I would like to confirm whether same underperforming factors 
may occur next year. Could you explain? 

Yamamoto [A]: Yes. The biggest reason for the JPY26.5 billion underperformance in energy solution and 
marine sales in FY2025 is that there was a delay over the fiscal year in the promotion of a project of marine 
machinery for the Ministry of Defense. This is exactly the same for aircraft, whose biggest reason for the 
decrease in sales is delay over the fiscal year. Since this is just a simple delay, it will come up in the sales in 
the current fiscal year of FY2026. 

In energy solution and marine, there was a delay in the defense sector and a slight delay in the LPG carrier 
sector. In addition, the impact of the return of payments related to the inappropriate case for submarine 
business will also result in a decrease in sales. 

As for the profit of energy solution and marine, there was an underperformance in sales as I mentioned earlier, 
due to the postponement of the sales period, and the return of the submarine, which I mentioned earlier, is 
a one-time event, but both sales and profit were also reduced. So these are the reasons for the decrease.  

Taninaka [Q]: Thank you. 

Secondly, I would like to ask again a little bit about the certainty of the four-wheel sales plan among the 
powersports for the new fiscal year. I think you have factored in a sales volume growth rate of about 14.5% 
for the new fiscal year, which would be 95,000 units. I would like to hear your certainty based on the strong 
performance in Q4 of the last fiscal year, with sales volume of 27,000 units. I would like to know why the sales 
volume increased by 17% despite the sluggish demand, and if you can tell us about the market share and price 
increase trends, I think we can confirm the certainty of the new fiscal year. May I ask again about the sales 
situation in the Q4? 

Yamamoto [A]: Yes. In the Q4, the market for four-wheel vehicle was up 4.4% y-o-y and our sales compared 
to the 1H was down 2%. We had originally forecasted that our sales would remain roughly flat to down 5% 
compared to the 1H, and we think that the result was roughly in line with that forecast.  

In particular, the full-cab utility models that we are currently focusing on have been the driving force in the 
market and have supported the demand for such vehicles. As Hashimoto mentioned earlier, we have been 
successively introducing improved versions of the RIDGE model that reflect user needs, and I think this was a 
factor in our strong performance in the Q4. 

In the case of four-wheeled vehicles, competition has become so fierce that it is difficult to raise prices, but 
we are managing to compete with the competition through the competitiveness of our models. For FY2026, 
the operating rate of the Mexican plant has been increasing considerably, and we are hoping to achieve an 
increase in revenue and bring about an increase in profit. 
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Taninaka [M]: Understood. Thank you. That is all from me. 

Moderator [M]: Thank you. I will now turn to Mr. Kitaura from Morgan Stanley MUFG Securities. Please 
unmute and ask your question. 

Kitaura [Q]: My name is Kitaura from Morgan Stanley Securities. Thank you. Let me ask you two questions as 
well. 

I think the impact of the Middle East on the cost of raw materials has been factored in by JPY8 billion. I think 
that the supply of paints and other materials has been difficult recently, and I think that the main impact has 
been on powersports and engines. 

However, in the case of your company, you have domestic procurement and procurement in the US and 
Mexico. I would like you to explain a little more about your current situation and what measures you are 
taking to avoid production risks. This is my first question. Thank you. 

Yamamoto [A]: Thank you. Just as Mr. Kitaura just said. As you mentioned, a large portion of the JPY8 billion 
impact was on powersports and engines, but there was also some impact on vehicles due to difficulties in 
obtaining thinner and organic solvents. However, as you mentioned, we were able to procure these in the US 
and Mexico, so we are working to increase our inventories and consider alternative procurement sources 
while making do with the situation there. So far, there has been no major impact. 

We are currently trying to minimize the impact on production by using what we procured not only in 
powersports and engines, but also in other divisions that are impacted. In this way, we are trying to minimize 
the impact on production.  

Kitaura [Q]: What is your perspective on how far you are looking ahead, for example, the end of this year as 
government talks about? 

Yamamoto [A]: The JPY8 billion figure we have stated is based on the impact through the end of June.  

Kitaura [Q]: In terms of the amount, and also in terms of the production risk of the procurement itself, is it 
correct that we do not have to worry too much for the plan for half year or this fiscal year?  

Yamamoto [A]: Yes, that's right. Depending on how you make your assumptions, the amount will increase as 
much as you worry. I don't see that as a major problem at the moment. Having said that, some materials are 
getting difficult to obtain and price is increasing, although there will be no significant impact until the end of 
June, we have included a maximum impact of approximately JPY8 billion. 

Kitaura [M]: Okay. 

Hashimoto [A]: I was looking at the risks around April in response to this issue, but in reality, we can procure 
a variety of items both domestically and globally little by little. Or the environment where we have the 
prospects for the future is becoming visible. 

It depends on our view as to how far we should incorporate the risk. While we thought we should incorporate 
fairly large risks in April, it is true that we can manage the situation to a certain extent in the global market. 
Also, we still do not know how things will change in the future. In the current situation, I think we have a slight 
prospect in April but it will still depend on the situation.  

Kitaura [Q]: Thank you.  
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The second point is that in the area of head office expenses. You have added about JPY10 billion for 
investment in new businesses to your plan for the current fiscal year. Can you tell me the detail as to how 
much you will invest in which area?  

Yamamoto [A]: Yes. This is shown on page 53 of the financial results presentation. This new business 
investment (at Head Office) is the one handled by the Project Division, which is under the direct control of the 
President, and is mainly related to hydrogen, AI, and social robotics. 

In particular, we are currently working on the commercialization of CORLEO, the near-future mobility system 
that was exhibited at the Expo, and we expect to gradually increase our investment in this area. 

Kitaura [Q]: In the area of humanoids, Kaleido has been under development for a long time at your company, 
and there has been talk of recent competition between the US and China, so is it correct to say that this area 
is also included here? 

Hashimoto [A]: Yes, that's right. Of course, there is a 50-50 split between the robot business and the head 
office. Mainly in relation to physical AI, such humanoids, some of which I started with myself, so I am putting 
a lot of effort into that. 

We are also putting a lot of effort into this area, and we have received many inquiries from domestic 
companies and government agencies that want to develop such products domestically, including social and 
humanoid products. So we are trying to handle the development costs related to these projects in these 
investment. Yes. 

Kitaura [Q]: That is all from me. 

Moderator [M]: Thank you. Next, we will connect to Mr. Tai of Daiwa Securities Co. Ltd. Please unmute and 
ask your question. 

Tai [Q]: Excuse me, my name is Tai. 

There are two things. The first is that SG&A expenses are increasing very rapidly in Q4. I'm not sure if there is 
due to some inappropriate cases mentioned earlier, but if you have any background on this, please let me 
know. This is the first point. 

Yamamoto [A]: Yes. Can you give us a moment? It is always the case that expense reimbursements are usually 
concentrated in H2 and in Q4. In particular, Q4 tends to see an increase due to the recording of research and 
development and acceptance inspection at the end of the fiscal year. I am not sure I can answer what the 
contents are at this point. We recognize that the increase is not due to anything particularly significant. Yes. 

Tai [Q]: Okay. I understand very well. Yes. It's okay. 

Another one is powersports. I don't need to know about motorcycles in emerging countries because I don't 
think they contribute much to profits. I am not sure why the motorcycle and four-wheel business in developed 
countries is growing so much from the force-quarter when the demand environment is so severe. Ultimately, 
it may be that the model has become a big hit, but I would like to know, for example, if it is really selling at 
the end of the line through sell-through, or if you can talk about inventory levels, or something like that. 

In the slides of the explanation, there was a lot of talk about demand being tough and difficult, but sales will 
grow. I think that if you can make 7,300 sales, you can make a profit of 300, but in that sense, I think it all 
depends on whether 7,300 is true or not. Could you explain this little more? 
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Yamamoto [A]: It is the usual trend that wholesale sales always increase sharply in the Q4. Also, it is the usual 
pattern that wholesale sales increase rapidly at the end of March, because of course it is time to purchase for 
the summer season. We had a strange pattern when we were in COVID-19 pandemic, but I think current 
pattern is now our normal and usual pattern. 

Hashimoto [A]: Also, you mentioned that RIDGE has suddenly sold well, but last year we made minor changes 
to RIDGE that did not match the market needs and released a new version that fits the customers' needs 
perfectly. In H1 of last year, it was very difficult to determine whether the sales were due to a mismatch of 
needs or the effects of the so-called Trump tariffs, but as a result of making minor changes, we have finally 
achieved the targeted figures. 

In addition, as I mentioned earlier, we have been working to reduce fixed costs since last year, especially in 
H2, and we have become much lighter in H2, which will continue throughout the year. We are more confident 
than last year in our profit figures. 

Yamamoto [A]: I may be going into a little more detail, but the European market in particular is up 25% YoY, 
January-March, Q. This was a reaction to the strong surge in demand in the European market following the 
introduction of emission regulations at the end of the year before last, and the January-March period of last 
year was a sort of reactionary decline, with no sales at all. The January-March period of this year saw a 
recovery from that reactionary decline, and I believe that the growth in the January-March period was a major 
benefit. 

Tai [M]: Yes. I understand very well. Yes. Thank you. That is all. 

Hashimoto [M]: Thank you. Yes. 

Moderator [M]: Thank you. Since there seem to be no questions, I will end the question-and-answer session. 
In closing, Hashimoto would like to say a few words to you all 

Hashimoto [M]: Thank you very much for taking the time today to discuss the details of the earnings 
announcement. As I mentioned earlier, we plan to continue to achieve record-high performance this fiscal 
year and next, and I would like to ask for your continued support and encouragement. Thank you. 

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

[END] 

______________ 
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