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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, 
Yamamoto, Representative Director, Vice President and Senior Executive Officer, will present our financial 
results for Q1 of FY2026. 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 Yamamoto, please go ahead. 

Yamamoto: I am Yamamoto, Vice President. Before I begin my presentation on the financial results, I’d like 
to say a few words. We would like to express our deepest condolences to those who lost their lives in the 
recent earthquake in Kumamoto, and offer our heartfelt sympathies to their families. We would also like to 
express our heartfelt sympathy to all those affected by the disaster. We sincerely pray for the swiftest possible 
recovery of the disaster-stricken areas. 

 

Let me begin to explain the financial results. 

Our financial results for Q1 of FY2026 showed a strong start, with business profit of JPYP35.7 billion. In 
particular, the powersports & engine segment saw a significant increase in profit compared to the same period 
last year, driven by cost reductions and a refund of US IEEPA tariffs. 
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Regarding our full-year outlook, while we are maintaining our exchange rate assumption at JPY150 to the 
dollar, we have revised our business profit forecast upward by JPY10 billion from our previous announcement 
to JPY180 billion. That is all. 

 

In next slide, page five, I will explain the detail of the result. 

In Q1, orders received totaled JPY525.7 billion, revenue was JPY543.5 billion, business profit was JPY35.7 
billion, and profit before tax was JPY34.7 billion, profit attributable to owners of parent was JPY15.6 billion. 

Revenue and profits increased YoY, with Q1 revenue and all profit metrics reaching record highs. 

As you can see, the weighted-average exchange rates was approximately JPY14 weaker than that of the same 
period last year, and the amount of foreign currency affecting profit/loss was USD660 million dollars. 
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See page six. 

The chart shows the breakdown of orders, sales revenue, and business profit for each segment. 

As noted above, the powersports & engine segment posted a significant increase in profit due to a reduction 
in fixed costs, as well as IEEPA tariff refunds and the effects of the weak yen. On the other hand, as noted 
above, the rolling stock segment saw a decline in profits due to changes in the sales mix and fluctuations in 
expenses. 
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Page seven, income statement. Please see the table for the detail.  

 

Please see page eight. As noted in this slide, due to the yen’s depreciation toward the end of the quarter, we 
recorded foreign exchange gains of JPY4.3 billion. As a result, profit attributable to owners of parent increased 
by JPY11.4 billion from the previous year to JPY15.6 billion 
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See page nine. Let me explain the factors that contribute to the changes in business profit. 

Due to the yen's depreciation compared to the same period last year, foreign exchange fluctuations resulted 
in an increase of JPY9.4 billion. 

Furthermore, regarding the cost increases resulting from US tariff policies, while the impact on earnings was 
limited last fiscal year due to inventory held prior to the tariffs taking effect, this fiscal year we were fully 
exposed to the impact of the tariffs, resulting in a cost increase of JPY3.7 billion, primarily in the powersports 
& engine segment. 

Meanwhile, changes in the sales mix and other factors improved by JPY15.2 billion compared to the same 
period last year, driven not only by price adjustments to offset rising costs such as tariffs but also by the impact 
of IEEPA tariff refunds. Additionally, an improvement in equity method income from the energy solutions & 
marine engineering segment contributed to this result. 
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Please refer to page 10 for a detailed breakdown by segment. 

 

Page 11, income statement.  

Please refer to the document for the factors that contributed to the change in assets in Q1. 
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Page 12. 

The factors contributing to changes in liabilities and net assets are as shown in the materials. Please refer to 
this. 
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Page 13, statement of cash flows. 

As shown, operating cash flow resulted in a deficit of JPY28.4 billion due to factors such as an increase in 
inventory and a decrease in contract liabilities in the aerospace business. However, as shown above for 
investing cash flows, although an agreement was reached to sell the shares of our subsidiary Earth Technica 
to Furukawa Machinery & Metals for a total of JPY11.7 billion, 60% of that amount, approximately JPY7 billion, 
was received this fiscal year, the deficit in investing cash flows was limited to JPY19.4 billion. 

As a result, free cash flow came in at a deficit of JPY47.9 billion, remaining virtually unchanged from the same 
period last 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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Page 16. This is the full-year forecast for FY2026. 

As I mentioned at the outset, in addition to solid profit growth, we received a settlement payment related to 
a legal dispute in our robotics business; as a result, business profit and profit before taxes forecast have been 
revised upward by JPY10 billion each to JPY180 billion and JPY157 billion, respectively, and forecast of profit 
attributable to owners of parent has also been revised upward by JPY5 billion to JPY115 billion. 

While taking appropriate risks into account, we will strive to achieve even better-than-expected results. 
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See page 17. 

Since our last announcement, the factors affecting business profit have been as shown on the slide. 

Factors contributing to the increase in profit included an improvement resulting from the yen’s depreciation 
exceeding exchange rate assumptions, a reassessment of tariff costs, IEEPA tariff refunds, and the easing of 
concerns over the situation in the Middle East. 

At the same time, taking into account risks such as market fluctuations, we have factored in a certain degree 
of risk buffer to account for changes in the sales mix and other factors. 
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See page 18. 

Forecast by segment is as shown in the diagram. I will explain the detail on each segment's page. 
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Now on page 21, aerospace systems. 

The result for Q1 is as shown in the slide. Although orders declined due to a decrease in orders from the 
Ministry of Defense, among other factors, revenue increased due to growth in orders from the Ministry of 
Defense and Boeing. While business profit rose in line with the increase in revenue, the increase was modest 
due to higher costs associated with ramping up production. 

Regarding the outlook for FY2026, we have revised our forecast for order intake upward by JPY30 billion 
compared to our previous announcement, primarily due to an increase in orders from the Ministry of Defense. 
As for business profit, there have been no significant changes, so we are maintaining our previous forecast. 
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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 systems business 
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. 

This page shows quarterly revenue and business profit. This is for your reference to see the trend in the past. 
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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. There are no changes from the previous version. 
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See page 25, rolling stock. 

The result for Q1 is as shown in the slide. Although order intake and revenue both increased compared to the 
same period last year, business profit declined due to changes in the revenue mix and a one-time 
concentration of expenses resulting from a revision to the overhead allocation rate. 

As for the outlook for FY2026, we are maintaining our forecast with no major changes. 



 
 

 
 
      
    

19 
 

 

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. 

 

See page 28. 

There have been no changes since the last report regarding the business environment, order trends, and key 
initiatives and efforts. 
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Page 29, energy solutions & marine engineering. 

The result for Q1 is as shown in the slide. Orders received increased due to the award of a contract for the 
construction of a domestic waste treatment facility; while revenue decreased, business profit increased due 
to factors such as the recognition of a gain on the sale of subsidiary shares and an increase in equity in earnings 
of affiliates. 

Regarding the outlook for FY2026, compared to the previous announcement, while the forecast for order 
intake has been revised downward due to a delay in large-scale projects in the plant business, the forecast for 
revenue and profit remains unchanged with no significant changes. 
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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 & marine 
machinery and ship & 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 key initiatives, as part of our efforts to provide decarbonization solutions, we presented a 
demonstration project for the separation and recovery of CO₂ from waste incineration exhaust gas at the 
Clean Center in Koriyama City, Fukuyama Prefecture. 

In addition, as products and services that contribute to the realization of a low-carbon and decarbonized 
society, we report on the operation of an 8-megawatt-class gas turbine cogeneration system capable of 
hydrogen co-firing, which was delivered to Teijin. 

As you can see, our company is working to realize a decarbonized society and is advancing initiatives aimed 
at decarbonization and reducing carbon emissions during the energy transition period leading up to that goal. 
We hope you find this information useful. 
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Page 33, precision machinery and robot. 

The result for Q1 is as shown in the slide. With the Chinese construction machinery and semiconductor 
manufacturing equipment markets performing well, our company also saw growth in hydraulic components 
for Chinese construction machinery and robots for semiconductor manufacturing equipment, resulting in 
orders, sales, and profits all exceeding the levels of the same period last year. 

Regarding the outlook for FY2026, while we are maintaining our forecast for orders received and revenue as 
there have been no significant changes in these areas, we have revised our business profit forecast upward 
by JPY10 billion for the robotics business, driven by the receipt of a settlement payment related to a legal 
dispute and improvements in profitability. 
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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. 

Please note that the surgical assistance robot Hinotori has obtained marketing authorization in Europe. 
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Page 37, powersports & engine. 

The result for Q1 is as shown in the slide. Although sales of motorcycles to developed countries declined, 
revenue increased YoY due to factors such as growth in general-purpose engines and the weak yen. 

Business profit increased due to factors such as refunds of US IEEPA tariffs, reductions in sales promotion 
expenses, and lower fixed costs, as well as the impact of the yen’s depreciation. 

Regarding the outlook for FY2026, we have maintained our revenue forecast overall. While business profit is 
expected to improve due to tariff refunds under the US IEEPA, we have decided to maintain our forecast at 
this time, taking into account risks such as market fluctuations. Going forward, we will strive to achieve an 
early recovery in our business profit margin by carefully assessing risks and improving profitability. 
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Let's move on to page 38. 

This page presents sales revenue for motorcycles for developed markets, and motorcycles for emerging 
markets, as well as for utility vehicles, ATVs & PWC, general-purpose gasoline engine. It also lists wholesale 
volume by region for motorcycles and automobiles/PWCs. We have revised the sales figures for motorcycles 
for developed markets, automobiles, and PWC. Please use this information for 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. 

Please refer to this document, which outlines the business environment for powersports & engine, as well as 
our key strategies and specific initiatives. 

Additionally, as of June, our retail finance operations in the US have expanded to 49 states nationwide. 
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Let's move on to page 42. 

The annual dividend amount remains unchanged from the previous announcement at JPY40. 
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See page 43. 

We are pleased to report three project topics. 

First, I would like to explain the capital raising we conducted in July through the issuance of new shares and 
convertible bonds. 

For our company, this marks the first equity financing in 30 years through a new share issuance and the first 
in 20 years through the issuance of convertible bonds, raising a total of approximately JPY200 billion. After 
giving due consideration to the impact on our existing shareholders, we combined new shares with 
convertible bonds to minimize dilution of shareholder value while maintaining financial soundness and 
expanding our borrowing capacity for future growth investments. 

We will allocate the funds raised through the issuance of new shares to the early expansion of production 
capacity and efficiency-enhancing investments in growth areas, with the aim of driving profit growth in the 
short term. 

Meanwhile, we will use the funds raised through the convertible bonds to support our hydrogen business—
which is expected to drive growth over the medium to long term—and the societal implementation of physical 
AI. We view physical AI as a key strategic pillar, and by leveraging the funds raised in this round, we will first 
focus on our own diverse production sites to rapidly drive innovation in manufacturing. Through these 
measures, we will improve our profitability and accelerate profit growth. 
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Let's move on to page 44. 

Next, I’d like to explain “physical AI,” which we view as a key pillar of our future growth strategy. 

Our company is a highly distinctive industrial robot manufacturer with in-house production facilities for a wide 
range of sophisticated manufacturing applications, including ships, railcars, aircraft, and gas turbines. When 
it comes to the societal implementation of physical AI, having a real-world environment where the technology 
can be applied, tested, and refined is a major strength. 

Given our business foundation, we have attracted significant interest from leading AI players in society, and 
through collaboration with these partners, we will accelerate the societal implementation of physical AI. 

Specifically, we will first work to improve profitability by streamlining manufacturing processes and reducing 
labor requirements at our own production sites, thereby lowering operating costs. Furthermore, we will 
provide the know-how and solutions we have accumulated in-house to external customers, thereby creating 
new opportunities for revenue and profit. 

Furthermore, in the future, we aim to integrate AI into our wide range of mobility products, including ships, 
railcars, aircraft, and motorcycles, as well as our power generation equipment. By doing so, we will advance 
the autonomy of these mobility solutions and facilities themselves, with the goal of creating new value and 
expanding our revenue. 
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Page 45. 

Finally, I would like to explain our hydrogen business, which is one of the core businesses we are focusing on. 

Here, we highlight the steady progress being made in partnerships across the areas of production, 
transportation, storage, and consumption, with the aim of establishing a liquefied hydrogen supply chain 
connecting North America, Europe, and Japan. 

First, regarding the supply source shown on the left side of the slide, we signed a memorandum of 
understanding with a company in Alberta, Canada, to establish a liquefied hydrogen supply chain. We are 
taking concrete steps to procure liquefied hydrogen from Canada, which has abundant natural gas resources. 

Next, regarding transportation, as shown in the center of the slide, we signed a memorandum of 
understanding with EcoLog for a strategic partnership concerning the liquefied hydrogen corridor initiative 
centered on the Port of Amsterdam in the Netherlands. With an eye toward around 2031, we will work to 
build an international supply network for liquefied hydrogen by leveraging our products and technologies. 

Finally, regarding the demand side shown on the right side of the slide, we have signed a joint development 
agreement with Daimler Truck and others with the aim of establishing a liquefied hydrogen supply chain. With 
the aim of establishing a liquefied hydrogen transport route originating from the Port of Hamburg, Germany, 
ensuring a stable supply of hydrogen, and expanding the use of hydrogen in the mobility sector, we are 
working toward the start of operations in the early 2030s. 

As such, efforts to establish a liquefied hydrogen supply chain are making steady progress on a global scale. 
Through these partnerships, we will contribute to the realization of a hydrogen society while also fostering 
future business growth. 
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Please refer to the reference information attached on page 46 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. 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 can ask questions in the order of voice and Q&A function, followed by media 
representatives who can ask questions in the order of voice and Q&A function. 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. I have two 
questions. First, I would like to ask you about the powersports & engine segment I believe the impact of the 
tariff refund this time amounts to JPY8 billion, and since it has already been reflected in Q1 results, and since 
it has also been factored into the full-year forecast, I’d like to confirm whether we can consider this tariff 
refund a one-time event for Q1. I also would like to ask how we should interpret full-year forecast of sales 
trends. Although the profit forecast of JPY30 billion remains unchanged this time, the forecast for wholesale 
sales has been revised downward slightly. Since we’ve seen 20,000 four-wheeled vehicles in Q1 this year, I 
think sales might decline slightly starting in Q4, despite seasonal factors. You are taking a company-wide view 
of this market environment and have set aside a risk buffer of JPY20 billion. Will the power sports segment 
end up using a significant portion of that buffer? I apologize for getting into details from the topic of customs 
duty refunds, but I would appreciate if you could give us your overall view. Thank you. 

Yamamoto [A]: Thank you for your question. First, regarding customs duty refunds, we have only reflected 
those refunded in Q1, and we expect that some refunds will be received in Q2 and beyond. It is true that a 
significant portion was refunded in Q1. Furthermore, while this tariff refund was not originally factored into 
our plans, we have reflected it in our financial results. As for our outlook, we have decided to maintain the 
figure of JPY30 billion because the situation in the Middle East remains unstable, and taking into account 
various factors such as the risk of market fluctuations and the risk of inventory adjustments, we have decided 
to maintain the forecast at this level for now. However, I do not believe it is very likely that this JPY20 billion 
buffer will be allocated to powersports. 

As for sales performance, the current market conditions aren’t necessarily bad or good. In the motorcycle 
segment, sales in both the US and Europe are up by a few percent, though it seems Europe is showing slightly 
stronger growth, while the automotive segment is seeing significant growth. While motorcycle sales have 
seen a slight decline compared to our figures from the previous year, automobile sales have shown significant 
growth compared to the same period last year. 

Maekawa [Q]: When you say that four-wheeled vehicle sales are on the rise, are you referring to the retail 
sales situation, such as retail sales, rather than the fact that wholesale sales have increased from 19,000 units 
to 20,000 units? 
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Yamamoto [A]: Yes, that's right. On the retail side as well, we’ve significantly expanded our product lineup 
and are continuing to make product improvements, and as a result of this positive reception, sales are growing 
at the retail level. 

Maekawa [Q]: I see. Since Q4 was around 27,000 units, and this Q1 was around 20,000 units, I thought sales 
might have dropped slightly. However, given that this could be due to seasonal factors and that retail sales 
are growing, I assume the plan for four-wheeled vehicle sales is based on the understanding that inventory 
levels have decreased significantly. Is that correct? 

Yamamoto [A]: Regarding wholesale, I think it’s fair to say that we’re keeping it somewhat restrained, while 
also taking into account factors such as optimizing inventory levels and curbing promotional expenses. 

Maekawa [Q]: Understood Thank you. Regarding the second point, I would like to ask about Precision 
Machinery and Robots—specifically, robots. I understand that the full-year forecast has been revised upward 
by JPY10 billion, but I’m wondering to what extent the settlement payment is factored into this figure. I 
assume the impact of the settlement payment hasn’t been reflected in this Q1 report yet, but I would 
appreciate it if you could explain your assessment of the impact of the settlement payment. Also, excluding 
that impact, I believe the robot segment is growing including the one for semiconductors. I would like to know 
the actual situation including the result of Q1 focusing on robot. Thank you. 

Yamamoto [A]: First of all, the settlement payment is not included in the Q1 financial results. It's expected to 
be realized starting in Q2. While the settlement payment has had a significant impact on this upward revision, 
I believe it is also important to recognize that the strong growth in demand for robots used in semiconductor 
manufacturing equipment has played a major role. 

Maekawa [Q]: Upward revision is JPY10 billion, but is settlement payment less than half of that? 

Yamamoto [A]: I think it’s probably a little higher than that. 

Maekawa [M]: I see. That's the idea. Understood. 

Yamamoto [A]: I can’t really say how much this is, so I hope you’ll bear with me on that point. 

Maekawa [Q]: Understood Also, your profit increased by JPY2.9 billion in Q1, and revenue has grown 
significantly. I’d like to ask whether this positive revenue growth is largely due to the robotics business, and 
whether robotics is a major driver of the profit increase compared to last year. 

Yamamoto [A]: Hydraulics play a very significant role in this. This includes exports of construction machinery 
from China to Southeast Asia and to mines in Africa, as well as construction machinery exports to the US, such 
as for pipeline laying projects, and the construction of data centers—all of which are driving demand for 
construction machinery. As a result, sales of our hydraulic systems for construction machinery have grown 
significantly. Furthermore, the mass-production benefits of our joint venture with Eddie in China are 
becoming very evident, contributing to both cost reductions and increased production. Therefore, you can 
view the hydraulic systems as a major contributor to this growth. 

Maekawa [Q]: Thank you. So, are you saying it’s better to view the robot’s semiconductor segment as 
something that will start to have an impact in Q2 and beyond? 

Yamamoto [A]: Yes. I think that's how it will work. 

Maekawa [M]: Understood Thank you. 
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Yamamoto [M]: Thank you. 

Moderator [M]: Thank you. Next, we will connect to Mr. Taninaka of SMBC Nikko Securities Inc. Please 
unmute and ask your question. 

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

Yamamoto [M]: Thank you. 

Taninaka [Q]: I’d like to hear a general overview. First, could you please review the orders received and 
business profit for Q1? Could you highlight whether the results were better or worse than initial projections? 
Specifically, regarding the aerospace systems segment, as was the case last year, the business profit was 
JPY5.7 billion, which makes me a bit concerned about whether you will be able to meet the full-year plan. In 
any case, I’d appreciate it if you could review the orders received, business profit, and any items that deviated 
from the initial projections. Thank you. 

Yamamoto [A]: It’s still Q1, so it’s hard to say anything definitive, but I’m not too concerned about it. First, 
regarding the aerospace segment, the situation is roughly the same as last year. While it’s undeniable that we 
always have a bit of a slow start, we ultimately reached JPY62 billion in business profit last year starting from 
a similar level, so I have absolutely no concerns in that regard for this fiscal year either. 

Some aspects were pretty much as expected, and there was also a temporary increase in costs, particularly 
for aircraft. We incurred some upfront costs, such as dismantling existing facilities and rebuilding buildings in 
preparation for increased production of the 787 or for increased production of guidance systems for defense-
related projects. Therefore, I’m not concerned about the lower profits. Furthermore, regarding orders, while 
defense-related orders were down by about JPY30 billion compared to the same period last year, this is simply 
a matter of timing. It does not indicate any underlying problems. We expect these orders to materialize again 
in H2 of the year, so we are not concerned at all. 

As for the vehicle segment, regarding the concern that profits may have fallen slightly short of expectations, 
this is because sales in the same period last year included highly profitable repair work; compared to that, 
such work was absent in this Q1. Also, we revised the allocation rate for indirect costs and set aside a provision 
for anticipated order losses at this time. While this has caused a temporary deterioration, we expect the 
situation to largely return to normal by the end of the fiscal year. Since we understand the cause, we are not 
concerned about this issue. 

Also, regarding energy solutions & marine, while orders for some large overseas projects have been delayed, 
causing them to fall outside this fiscal year’s plan, I don’t think the start to the year has been all that bad. As I 
explained to Mr. Maekawa earlier, the precision machinery & robotics segment is progressing as expected, 
and as I mentioned earlier regarding the powersports & engine segment, my overall impression is that things 
are proceeding largely as anticipated. 

In addition to that, we have explained that the yen weakened significantly toward the end of the fiscal year 
and that the tariff refunds were unexpected, or rather, not included in our plans, but since these factors 
materialized, we understand that this is the result we ended up with. 

Taninaka [Q]: Thank you for your detailed explanation. My second point concerns the timing shift for this 
major project in the energy solutions & marine segment. I apologize for my lack of knowledge on this, but 
while I think it’s common for a project not to be finalized in Q4 and to be pushed back to the next fiscal period. 
However, revising the initial forecast in Q1 due to a timing shift doesn’t seem to happen very often, so I 
suspect there might be a specific reason behind it. I’m wondering if this is truly just a simple timing shift, and 
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I’m speculating that it would be more reassuring if you could provide details on specific products or regions. 
Could you please explain this? 

Yamamoto [A]: Well, this might have been influenced by the situation in the Middle East, but since it’s just a 
timing issue, I’d appreciate if you could excuse us for not providing details.  

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

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

Morota [Q]: This is Morota from Okasan Securities. Thank you. I’d like to ask about the shipping business. 
Regarding the equity method investment income in the energy solutions & marine segment, whether for Q1 
or the full fiscal year, I’d like to know how much of this equity method investment income comes from NACKS, 
DACKS. Also, could you please tell me what percentage of the ship & marine segment’s revenue comes from 
sources other than merchant ships? 

Yamamoto [A]: First, regarding the items in equity method income other than NACKS and DACKS, there are 
various plant-related items, but I don’t think they are particularly significant. I think it's safe to assume that 
most of the numbers displayed there are NACKS and DACKS. 

Morota [Q]: Thank you. Regarding the shipbuilding and marine segment’s revenue for Q1, out of the JPY27.2 
billion in revenue, what portion comes from sources other than merchant ships? 

Yamamoto [A]: It's just under JPY10 billion. 

Morota [Q]: Just under JPY10 billion. Understood. Compared to places like NACKS and DACKS, does Sakaide 
have a higher profit margin? Is it about the same? 

Yamamoto [A]: It’s not quite at the level of NACKS or DACKS, but it’s gradually increasing. 

Morota [M]: It's gotten higher, I see. Understood. 

Yamamoto [A]: That is due to the orders for 21 LPG-ammonia carriers. We are currently building the ones in 
the middle of the series of same type of ships. Of course, there are economies of scale from building the same 
type of vessel, but since ship prices have been rising steadily toward the latter half of the order, the ships we’ll 
be building from now on will all have higher prices than the ones we built earlier. As for profit margins, I think 
they’re generally in the upper single digits. 

Morota [Q]: So, with equity in earnings from investments for this fiscal year at JPY27.5 billion, and with 
Sakaide added to that, the total easily exceeds JPY30 billion. Does that mean it’s correct to understand that 
more than 20% of your profits are generated by the shipping business? 

Yamamoto [A]: So that would be close to 20%, I suppose. 

Morota [Q]: Understood. Thank you. Also, on a related note, the Takaichi administration has set a goal of 
doubling shipbuilding volume by 2035, and given that there is talk of your company resuming LNG carrier 
production, I assume you will likely follow suit. However, I’ve heard that at your company’s Sakaide Plant, 
only one of the three docks is currently being used for new ship construction. In that case, I imagine your 
company will likely be making capital investments. If so, I’d like to ask what the schedule is, what the estimated 
cost will be, and whether you plan to go as far as introducing equipment like a Goliath crane. Also, if you’re 
considering expanding NACKS, DACKS, please let us know. 
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Yamamoto [A]: As has already been reported, the government has designated shipbuilding as one of its 17 
growth strategy sectors, and we are exploring the construction of LNG carriers in collaboration with several 
other shipbuilding companies. However, I think it will take quite a bit of time, so I’d prefer to refrain from 
commenting on exactly how much we’ll invest. We will definitely be investing, and we are currently in the 
process of building liquefied hydrogen carriers. As for our immediate priorities, we will, of course, make the 
necessary investments with those as our top priority, and while I imagine there will be some common 
elements among them, I would prefer to refrain from discussing the specific details of those investments at 
this time. 

Morota [M]: Understood. That's sufficient. Thank you. That is all from me. 

Moderator [M]: Thank you. Next, I will connect to Mr. McDonald of Citigroup Global Markets Japan Inc. Please 
unmute and ask your question. 

McDonald [Q]: Excuse me, Mr. Yamamoto, I think that was Mr. Taninaka's question just now. Regarding the 
“slow start” you mentioned in the aviation business, which has now occurred for two consecutive years, could 
you please clarify once more? You mentioned some temporary costs related to the ramp-up of 787 production 
and upfront expenses for defense-related projects. Could you confirm those details again? 

Yamamoto [A]: As for the 787, we are currently manufacturing at a rate of eight aircraft per month, but Boeing 
has long stated that they require 10 aircraft per month by the end of FY26. Furthermore, there have been 
reports suggesting a future production rate of 16 aircraft per month, so we are making preparations with that 
in mind. Also, as was reported earlier, since there are other areas such as the production of new parts, we are 
preparing for these initiatives. Additionally, in the defense sector, we anticipate the need to construct a new 
facility to support increased missile production. Work such as grading the planned construction site and 
removing existing structures on the site is proceeding in advance, and these costs were reflected in the Q1 
expenses. 

 

McDonald [Q]: Just to confirm, is everything going according to plan? 

Yamamoto [A]: Everything is going according to plan. 

McDonald [Q]: OK, I understand. Just to confirm, this is just a rough estimate, and the amount is small around 
JPY1.6 billion to JPY1.7 billion. Is most of the profit from aircraft engines? 

Yamamoto [A]: Yes, that's right. Most of them are aircraft engines. 

McDonald [Q]: So, it's aircraft engines. Thank you. Also, one more thing. Regarding the discussion on the final 
topics, there are various points, and it involves various aspects of hydrogen. There are various things like 
hydrogen-related MOUs, and so on. A few years ago, you set sales targets for hydrogen, which is originally 
JPY140 billion for this fiscal year and about JPY400 billion by March of FY2031. What is your current outlook? 
For example, what will this year’s hydrogen-related sales be, and what will they be by March of Year 2031? 
There are some aspects that are just busywork without any real benefit. What do you think? 

Yamamoto [A]: Regarding the progress of the hydrogen business and our volume targets, I’d really like to hold 
the Group Vision progress briefing this fall, which we haven’t been able to hold for quite some time. I hope to 
discuss those topics at that meeting. 

McDonald [Q]: OK, I understand. Finally, while it’s true that these days the world is paying more attention to 
cash flow than to income statements, it doesn’t really look like your cash flow has improved much this time 
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around. I imagine there are various factors at play, such as exchange rate fluctuations, but just to confirm, in 
a nutshell, is everything going according to plan? Cash flow's start off in Q1.  

Yamamoto [A]: It is in line with the plan. The reason for the fact that working capital has increased somewhat 
is, as I mentioned on page 14 of the cash flow statement, the yen was very weak at JPY162 per dollar at the 
end of March. Consequently, foreign currency-denominated accounts receivable and inventory appear to 
have increased due to the weak yen, which is why we’re seeing a significant increase. I know it’s not ideal to 
say “it’s always like this,” but while we typically end up with a negative free cash flow in Q1, we’re planning 
for a positive free cash flow of several tens of billions of yen this fiscal year, so I believe we’ll be able to achieve 
that. 

McDonald [Q]: Do you have any specific numerical targets for this fiscal year? 

Yamamoto [A]: I believe we will post a surplus in the range of tens of billions of yen. 

McDonald's [Q]: Is this JPY20 billion or JPY90 billion? 

Yamamoto [A]: Somewhere in the middle. I can’t really say for sure, so I’m sorry about that. 

McDonald [Q]: So, let's say somewhere between JPY40 billion and JPY50 billion. Mitsubishi Heavy Industries 
and IHI have both presented proper cash flow plans, so it’s a bit disappointing that your company hasn’t done 
the same. 

Yamamoto [A]: Yes, that's right I do feel that we need to live up to those expectations. 

McDonald's [M]: Sorry. It's so persistent.  

Yamamoto [M]: Thank you. Thank you. 

Yamamoto [M]: Thank you. 

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. Could you please tell me about those two things, too? The 
first point concerns the concept of tariffs. I think slide 17 summarizes this well. The refund this time is JPY8 
billion, but could you please tell me, if possible, how much in tariffs might actually be refunded in the future? 

Also, as you know, tariff policies have been changing quite a bit recently. In early June, there were changes to 
tariffs on steel and aluminum tariffs were adjusted, and I believe various new tariff policies have been 
implemented again since the start of July. The impact of these changes on each business segment is briefly 
mentioned here, but could you please summarize and explain exactly how these changes are affecting each 
segment? This is the first question. Thank you. 

Yamamoto [A]: First of all, as for how much is left, we currently estimate that there is still about JPY2 billion 
to be refunded. Furthermore, if the IEEPA is ruled unconstitutional, there are various other provisions, such 
as Article 122, and then, just when we thought that matter was settled after 150 days, Article 301 comes into 
play. However, we have included in our current projections calculations based on the latest rules appropriate 
for each of these changes. As expected, the powersports & engine segment will be the hardest hit by this. 
Therefore, taking various risks into account, we have decided to keep prices unchanged for now. 

Sasaki [Q]: Regarding the powersports & engine segment, which shows a significant increase of JPY4.3 billion, 
could you please explain exactly which aspects of the tariff structure changed and how that impacted the 
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results? Also, regarding this business in general, I believe that, compared to competitors, the structure of 
tariffs had effectively been providing your company with a discount. Could you please elaborate on how this 
competitive dynamic will change under the new tariff rules? 

Yamamoto [A]: The factor having the greatest impact right now is the tariffs on steel and aluminum. However, 
the situation is very complex, with tariffs being imposed and lifted, and the analysis can vary significantly 
depending on the timing, so explaining it becomes very complicated. I think I'd like to keep it at about this 
level today. 

Also, regarding the tariff refund, we said that we might receive an additional JPY2 billion in the future. 
However, please note that this has not been factored into the plan and I think it’s best to consider it as an 
unplanned item. 

Sasaki [Q]: Thank you very much. By the way, what are your thoughts on these changes in the competitive 
environment, including tariffs? 

Yamamoto [A]: Originally, while our competitors were covered by the USMCA, we, as a manufacturer based 
in Nebraska, were at a significant disadvantage because tariffs were imposed on parts such as engines 
imported from Japan. However, the situation has changed in various ways, such as the imposition of steel and 
aluminum tariffs on our competitors and speculation that the USMCA might be revised. So, it doesn't really 
seem like we can say that one side or the other has the advantage just by looking at the current situation 
alone. 

Sasaki [Q]: Is it safe to say that things have improved compared to before for your company? As for the 
situation, I'm sorry, I'm afraid I'm not very knowledgeable about this. 

Yamamoto [A]: Yes, that's right. I guess it's just at the level where it doesn't feel as disadvantageous as it used 
to. 

Sasaki [M]: I see, clear. Thank you. 

Yamamoto [M]: Excuse me. 

Sasaki [Q]: Secondly, I also heard about powersports & engine earlier. Specifically on slide 38, I would like to 
ask for your perspective on this point. I understand that you left your forecast unchanged due to various 
uncertainties about the future, but could you please tell me how you assess the actual progress toward 
improving profitability? That said, as you pointed out, even excluding the JPY8 billion in tariff refunds, you 
posted a profit of JPY11 billion for the quarter. Therefore, you have managed to achieve a solid increase in 
profits. I believe your profit structure has also stabilized to a certain extent thanks to recent initiatives, such 
as improvements to our business model and adjustments to selling, general, and administrative expenses. I 
understand that you decided to leave the plan as it is because the outlook is a bit uncertain, but please share 
your company’s assessment of the current situation where efforts are being made to improve profit margins 
in the powersports & engine segment? 

Yamamoto [A]: Looking at the results for this Q1, we believe that the direction we are heading in and our 
efforts to improve profitability is the right one. However, since this is only Q1, we need to continue in the 
same way going forward. We believe it would be a bit premature to get too excited or too discouraged based 
solely on this Q1’s results, or to raise our outlook simply because the numbers went up or because tariffs were 
imposed in the first place. Therefore, we have decided to leave our outlook unchanged. 

We are still in the midst of tackling various initiatives, such as reviewing various expenses and reassessing 
marketing strategies that may not yield significant short-term results. We would like to wait until we have a 
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better understanding of their effectiveness before deciding whether to revise the plan to reflect it or leave 
the plan as it is. 

Sasaki [M]: I understood very well. Thank you for your participation. That is all from me. Thank you. 

Yamamoto [M]: Thank you. 

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 I have just one question. On the slide on page 
17, the JPY20.4 billion is listed under “change in revenue mix, SG&A Expenses, risk buffer, and others." Is it 
appropriate to simply treat the entire JPY20.4 billion as the risk buffer? If you could provide a breakdown or 
explain the rationale behind the adjustments for each item, I think it would help clarify things a bit more. 
Thank you in advance. 

Yamamoto [A]: I do view about half of these as primarily related to powersports & engine. So, the JPY20.4 
billion isn't all a risk buffer; there are other factors as well, such as fluctuations in the actual sales mix and 
changes in SG&A expenses, but I'd say it's roughly half and half. 

Kitaura [Q]: I see. As for the other half, the portion outside of power sports, I was wondering what the 
background was behind that change, and what kinds of businesses are involved, or if you have any general 
idea of what that entails, could you tell me more about that? 

Yamamoto [A]: As for the other half, while I wouldn't go so far as to call it a buffer, I hope you can picture it 
as being scattered across the various segments. Including the impact of exchange rates realized in Q1, we are 
seeing a gradual increase in our financial cushion; however, since we have not revised our forecasts upward 
for any segment other than precision machinery & robotics, I believe this difference accounts for roughly half 
of the JPY20 billion. 

Kitaura [Q]: Okay. Also, regarding these changes in the Middle East, I believe you mentioned last time that 
you estimated JPY8 billion based on the assumption that the situation will be resolved by the end of June. I 
think that situation improved so you did not have the impact as much as you expected. Could you tell me the 
background for that? Also, currently, when do you assume it will be resolved or tell me whether it will be 
difficult to resolve by the end of the year, and how much improvement you are assuming in that case? I would 
appreciate it if you could provide a bit more detail on that. 

Yamamoto [A]: We estimate the risk associated with the overall situation in the Middle East at JPY8 billion. 
We had budgeted JPY8 billion on the assumption that things would settle down by the end of Q1. However, 
in reality, there was a period when it was difficult to obtain various paints and organic solvents like thinners. 
We have taken various measures, such as diversifying our suppliers and developing new ones, so we believe 
the impact of that issue is now largely under control. Our current assumption is that this situation will likely 
continue until around September, but of the JPY8 billion we initially set aside, we have released about JPY5 
billion. We had budgeted this JPY5 billion based on the assumption that the powersports & engine segment 
would be significantly impacted. However, since that impact never materialized, we have released JPY5 billion 
out of the JPY8 billion we had initially projected. 

Kitaura [M]: Understood. Thank you very much for the detailed explanation. That is all from me. Thank you. 

Moderator [M]: Thank you. I will end the question-and-answer session. Lastly, Yamamoto would like to say a 
few words 
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Yamamoto [M]: Thank you very much for taking time out of your busy schedules today to participate in our 
financial result briefing. We would like to ask for your continuous support. 

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

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   



 
 

 
 
      
    

47 
 

Disclaimer 

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

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

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

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

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

Copyright © 2026 JPX Market Innovation & Research, Inc. (“JPXI”), except where explicitly indicated otherwise. 
All rights reserved.  

 


