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Presentation 
 

Moderator: It is now the scheduled time, so we will begin. Thank you all very much for taking the time out of 
your busy schedules to attend Kawasaki Heavy Industries, Ltd.'s financial results briefing. Today, 
Representative Director, Vice President and Senior Executive Officer Yamamoto will present the financial 
results for Q2 FY2026. 

The presentation materials are available on TDnet. Following Yamamoto's presentation, we will hold a Q&A 
session. The briefing is scheduled to last approximately 60 minutes, although we may extend it until 3:30 PM, 
depending on the number of questions. With that, I will hand over to Executive Vice President Yamamoto. 

 

Yamamoto: I am Yamamoto, Executive Vice President. I will present our financial results for Q2 FY2026. 

Business profit for H1 totaled JPY73.8 billion, an increase of JPY38.1 billion YoY, representing solid progress. 
This improvement was driven by several factors, including the recognition of a gain on the sale of subsidiary 
shares and improved profitability in the ship & offshore structure business within energy solution & marine. 
In precision machinery & robot, growth in robots for semiconductor manufacturing equipment and the receipt 
of a litigation settlement contributed to earnings. In powersports & engine, reductions in fixed costs and 
refunds of US IEEPA tariffs also supported profitability. 

Regarding our full-year outlook, we have maintained our exchange rate assumption at JPY150 to the US dollar 
while raising our business profit forecast by JPY5 billion from the figure announced in August, to JPY185 billion. 
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By segment, we have revised our forecast downward for aerospace systems, while raising our forecasts for 
energy solution & marine and precision machinery & robot. That concludes the overview. 

 

Please turn to page five. Beginning on page five, I will explain the results in greater detail. 

For H1, orders received totaled JPY1,041.2 billion, revenue was JPY1,084.4 billion, business profit was JPY73.8 
billion, and profit before tax was JPY56.7 billion. Profit attributable to owners of the parent was JPY30.9 billion. 
Both revenue and profits increased YoY. Following the record highs achieved in Q1, H1 revenue and each 
profit measure also reached their highest levels on record for the corresponding period. 

In addition to strong business performance, refunds of US IEEPA tariffs, litigation settlement proceeds, and 
the depreciation of the yen contributed to higher profits. The sales-weighted average exchange rate was 
JPY158.18 to the US dollar, representing a depreciation of JPY13.06 YoY. Our foreign currency exposure 
affecting profit and loss was USD1.38 billion. 



 
 

 
 
      
    

4 
 

 

Please turn to page six. 

This slide shows orders received, revenue, and business profit by segment. As indicated in item one, energy 
solution & marine recorded higher profit, supported by gains on the sale of subsidiary shares and improved 
profitability in the ship & offshore structure business. As shown in item two, precision machinery & robot 
achieved higher revenue and profit, reflecting litigation settlement proceeds and continued strong 
performance in hydraulic equipment for construction machinery and robots for semiconductor manufacturing 
equipment. Furthermore, as indicated in item three, powersports & engine recorded higher profit, supported 
by US IEEPA tariff refunds, lower fixed costs, and the positive impact of yen depreciation. 
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Page seven presents the statement of profit or loss. 

As shown in item one, although selling, general and administrative expenses increased in line with revenue 
growth, the SG&A expense ratio declined due to fixed-cost controls. Item 2 shows that share of profit of 
investments accounted for using the equity method increased, mainly reflecting improved performance in the 
ship & offshore structure business. Item 3 primarily reflects litigation settlement proceeds in the Robot 
business. 
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Please turn to page eight. 

As shown in item four, the US dollar-yen exchange rate moved from JPY159.93 at the end of the previous 
fiscal year to JPY157.33 at the end of Q2, representing an appreciation of the yen. This resulted in translation 
losses on foreign currency-denominated receivables, and we recorded foreign exchange losses of JPY6.8 
billion. Consequently, profit attributable to owners of the parent increased by JPY8.8 billion YoY to JPY30.9 
billion. 
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Page nine explains the factors behind the change in business profit. 

The depreciation of the yen compared with the same period last year contributed JPY23.7 billion to profit. 
Regarding changes in sales volume, increased volumes in aerospace systems and precision machinery & robot 
contributed positively. Cost increases associated with US tariff policies amounted to JPY6.2 billion. 

Meanwhile, changes in sales mix and other factors resulted in a JPY15.4 billion improvement. Although 
aerospace systems experienced a temporary deterioration, the positive effects of price optimization, totaling 
JPY16.9 billion, and JPY9.3 billion in IEEPA tariff refunds in powersports & engine more than offset the JPY10.8 
billion negative impact from inflation, product mix, and other factors. 

The recognition of one-time gains and improved profitability in precision machinery & robot and energy 
solution & marine also contributed. Together with improved equity-method investment results, these factors 
led to a JPY38.1 billion YoY increase in business profit. 
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A detailed segment breakdown is provided on page 10 for your reference. 
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Please turn to page 11. This slide presents the statement of financial position. 

As indicated in item one, certain assets decreased in powersports & engine and the plant business, among 
others. Meanwhile, as shown in item two, inventories increased in the aerospace business, powersports & 
engine, and the energy business. Inventories at the end of Q2 totaled JPY923.2 billion, while inventory 
turnover was 1.17 times, broadly unchanged YoY. 
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Please turn to page 12. 

As indicated in item three, the issuance of new shares and convertible bonds in July 2026 resulted in increases 
in both interest-bearing debt and equity attributable to owners of the parent. As shown in item four, liabilities 
associated with the securitization of receivables decreased in powersports & engine and the aerospace 
business, among others. 

Total interest-bearing debt at the end of Q2 was JPY668.8 billion, and the net debt-to-equity ratio was 0.56 
times. The cash conversion cycle was 173 days, partly due to a longer accounts receivable collection period in 
aerospace systems. 
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Page 13 presents the statement of cash flows. 

As shown in item one, operating cash flow was negative JPY88 billion. Although collections of trade receivables 
progressed in powersports & engine and the plant business, this was more than offset by increases in 
inventories in the aerospace business and powersports & engine. 

As indicated in item two, investing cash flow was negative JPY49.4 billion. This included JPY7 billion in 
proceeds from the transfer of shares in EarthTechnica in the plant business. 

Consequently, free cash flow was negative JPY137.5 billion. As shown in item three, financing cash flow 
included funds raised through the issuance of JPY93.4 billion in new shares and JPY101 billion in convertible 
bonds in July. 
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Please turn to page 14. This slide shows the trend in H1 cash flows over the past 10 years. 

Working capital increased significantly to JPY1,139.4 billion, partly reflecting increases in foreign currency-
denominated trade receivables and inventories resulting from yen depreciation. Although free cash flow was 
negative in H1, we expect it to turn positive for the full year. 
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Page 16 presents our FY2026 earnings forecast. 

As mentioned at the beginning, we have raised our full-year business profit forecast by JPY5 billion from the 
August forecast to JPY185 billion. We forecast profit before tax of JPY161 billion, an increase of JPY4 billion 
from the previous forecast, and profit attributable to owners of the parent of JPY118 billion, an upward 
revision of JPY3 billion. 

We have also raised our orders received forecast by JPY70 billion to JPY2,490 billion, while maintaining our 
revenue forecast at JPY2,560 billion. In addition, we have begun disclosing our free cash flow forecast with 
this announcement. We expect positive free cash flow of JPY20 billion for the full year. 
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Page 17 shows the factors behind the change in our business profit forecast from the August announcement. 

Although we expect certain one-time losses, including a JPY2 billion valuation loss on receivables in the aircraft 
engine business within aerospace systems, as well as the deferral of revenue recognition for Boeing and Japan 
Ministry of Defense-related projects, we have incorporated a JPY6.9 billion positive foreign exchange impact 
and a JPY4.5 billion increase in equity-method investment profit, among other factors. As a result, we have 
raised our business profit forecast by JPY5 billion to JPY185 billion. Please refer to the supplementary 
materials for the changes from our initial forecast announced in May. 
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Please turn to page 18. This slide presents the segment breakdown of our earnings forecast. 

As indicated in item one, we have revised our aerospace systems forecast downward, mainly due to the 
deferral of revenue recognition for Boeing-related projects. As shown in item two, we have raised our energy 
solution & marine forecast to reflect strong performance in the ship & offshore structure business. I will 
explain the details on the individual segment pages. 
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Please turn to page 21. We will begin with aerospace systems. 

For H1, orders received decreased by JPY81 billion. Although orders from Boeing increased, this was more 
than offset by decreases in orders from the Ministry of Defense and commercial aircraft engine programs. 
Revenue increased by JPY40 billion, reflecting higher sales to the Ministry of Defense and Boeing. 

Despite the increase in revenue, business profit remained broadly unchanged YoY. This reflected higher fixed 
costs, including R&D expenses, increased costs associated with production expansion, the recognition of 
valuation losses on trade receivables, and reductions in revenue. 

Regarding the FY2026 outlook, we have raised our orders received forecast by JPY10 billion from the previous 
forecast to JPY640 billion. Although orders from Boeing are expected to decline, this will be offset by an 
increase in orders from the Ministry of Defense. Meanwhile, we have lowered our revenue forecast by JPY10 
billion to JPY710 billion, reflecting the deferral of revenue recognition for Boeing and Ministry of Defense-
related projects. We have also lowered our business profit forecast by JPY4 billion to JPY68 billion, reflecting 
lower revenue and valuation losses on trade receivables. 
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Page 22 presents the factors behind changes in business profit, as well as the number of aircraft structures 
supplied to Boeing and major aircraft engine components sold. 

In H1, the number of units for the Boeing 787 program was 42, an increase of 17 YoY. The number of PW1100G 
units was 347, an increase of 26. Please refer to the slide for further details. 
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Page 23 shows quarterly trends in revenue and business profit for your reference. 
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Page 24 presents the business environment, order trends, key initiatives, and specific measures. 

Regarding Ministry of Defense-related business, we anticipate further demand growth and improved 
profitability. 

This outlook reflects developments such as discussions on accelerating the achievement of defense spending 
equivalent to 2% of GDP and bringing forward revisions to Japan's three key national security documents. 
Furthermore, the Japanese government's Japan Growth Strategy Council has selected aerospace and defense 
among 17 strategic fields targeted for priority investment through public-private collaboration. We expect 
these initiatives to support market expansion through cooperation between the public and private sectors. 

There is currently no change to our estimate of losses associated with the operational issues affecting the 
PW1100G-JM engine. 
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Page 25 covers Rolling Stock. 

For H1, orders received increased by JPY29.5 billion, supported by orders for new rolling stock for the 
domestic market. Revenue decreased by JPY9.4 billion, as lower domestic sales more than offset increased 
sales to the United States. Business profit decreased by JPY1.5 billion, mainly due to lower revenue. 

Regarding the FY2026 outlook, there have been no significant changes, and we have maintained our forecasts 
for orders received, revenue, and business profit. 
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Page 26 presents the factors behind changes in business profit, along with sales of higher-margin parts, 
modifications, and aftermarket-related services, which are among our key business priorities. The slide also 
provides an update on the R211 project for the New York City Subway. 

As of the end of September, we had completed delivery of all 535 railcars under the base contract. We had 
also delivered 510 of the 640 railcars under the option one contract. Please refer to the slide for details. 
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Page 27 shows quarterly trends in revenue and business profit. 
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Page 28 outlines the business environment, order trends, key initiatives, and ongoing measures. 

Regarding overseas projects, we received an order in December 2025 for 378 R268 subway cars for the New 
York City Transit Authority. The contract value is approximately JPY225 billion, and delivery of the final railcars 
is scheduled for FY2030. For Dhaka Metro Line 6, we have completed delivery of all 144 railcars across 24 
trainsets to the customer. Delivery of the depot facilities is scheduled for FY2026. 

To expand sales of parts and services and grow our maintenance business, we are promoting our new electric 
diesel multiple unit, Green DEC, to regional railway operators. Through this initiative, we aim to provide 
integrated support throughout the railway lifecycle, from initial introduction to condition monitoring, 
operational support, and parts supply. 
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Page 29 covers energy solution & marine. 

Orders received decreased by JPY10.2 billion, mainly due to lower orders from the Ministry of Defense. 
Revenue remained broadly unchanged YoY, as higher sales in the ship & offshore structure business offset 
lower sales in the plant business. Business profit increased by JPY10.6 billion, supported by gains on the sale 
of subsidiary shares and higher equity-method investment profit. 

Regarding our FY2026 outlook, we have raised our orders received forecast by JPY60 billion from the previous 
forecast to JPY560 billion, mainly reflecting increased orders for LPG/ammonia carriers. We have maintained 
our revenue forecast at JPY470 billion, as there have been no significant changes. We have raised our business 
profit forecast by JPY6 billion to JPY75 billion, reflecting higher equity-method investment profit and improved 
profitability. 
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Page 30 presents the factors behind changes in business profit, as well as sales of major products in the energy 
business and environmental-related sales in the plant business. Please refer to the slide. 
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Page 31 shows quarterly trends in revenue and business profit for your reference. 
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Page 32 outlines the business environment and our key initiatives. Overseas inquiries for gas turbines and gas 
engines used as distributed power sources for data centers remain strong. 

Regarding our key initiatives, we are developing products and services that contribute to the realization of a 
low-carbon and decarbonized society. We received an order from Daito Corporation for a high-output electric 
propulsion system for an electric tugboat. This is our second order, following the first order received in FY2024. 
We aim to establish this system as a standard model for future electric tugboats. 

We have also begun collaborating on the development of a next-generation digital shipyard utilizing NVIDIA 
technology. By leveraging digital twins and AI-powered shipbuilding robots, we aim to increase production 
volume by 1.5 times and reduce lifecycle costs by 10% to 20%. 
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Page 33 covers precision machinery & robot. 

Orders received increased by JPY52.6 billion, and revenue increased by JPY29.8 billion. These increases were 
driven by higher demand for hydraulic equipment for China's construction machinery market and robots for 
semiconductor manufacturing equipment. Business profit increased by JPY16.6 billion, reflecting higher 
revenue and litigation settlement proceeds. 

Regarding our FY2026 outlook, we have maintained our orders received forecast, as there have been no 
significant changes. We have raised our revenue forecast by JPY10 billion to JPY320 billion, reflecting 
increased sales of hydraulic equipment for China's construction machinery market and robots for 
semiconductor manufacturing equipment. Although procurement costs are rising, we have raised our 
business profit forecast by JPY2 billion to JPY33 billion, reflecting higher revenue. 
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Page 34 presents the factors behind changes in business profit, along with sales of hydraulic equipment for 
China and robot sales by application. Revenue from robots for semiconductor applications totaled JPY26.3 
billion in H1, an increase of JPY7.9 billion YoY. For the full year, we forecast revenue of JPY54.5 billion. Please 
refer to the slide for details. 
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Page 35 shows quarterly trends in revenue and business profit. 
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Page 36 outlines our initiatives to develop the hydraulic equipment and robot businesses. 

In September, we signed a basic agreement on technical collaboration with Bosch Rexroth to support the 
development of our hydraulic equipment business. In the Robot business, we have decided to invest JPY7.5 
billion to strengthen our supply capabilities in preparation for full-scale growth in the semiconductor market. 
By utilizing existing buildings, we aim to bring the additional capacity online quickly. Compared with FY2026, 
we plan to expand production capacity to 1.5 times the current level in FY2027 and double it by FY2029. 
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Page 37 covers powersports & engine. 

Revenue increased by JPY26.1 billion. Although motorcycle sales to developed markets declined, this was 
more than offset by increased sales of general-purpose engines and the positive impact of yen depreciation. 
Business profit increased by JPY10.7 billion, supported by US IEEPA tariff refunds, lower sales promotion 
expenses, reduced fixed costs, and the positive impact of yen depreciation. 

Regarding our FY2026 outlook, there have been no significant changes, and we have maintained our revenue 
and business profit forecasts. 
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Page 38 presents the factors behind changes in business profit, along with regional wholesale volumes for 
motorcycles, four-wheel vehicles, and personal watercraft, or PWC. 

In H1, wholesale volumes of motorcycles for developed markets decreased by 21,000 units YoY to 82,000 
units, mainly reflecting lower volumes in North America. Motorcycle wholesale volumes for emerging markets 
increased by 1,000 units to 127,000 units. Wholesale volumes of four-wheel vehicles and PWC increased by 
2,000 units to 38,000 units. 
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Page 39 shows quarterly trends in revenue and business profit for your reference. 
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Page 40 outlines the business environment and key initiatives for powersports & engine. 

In the US motorcycle market, retail demand remains sluggish due to inflation and high interest rates. 
Meanwhile, the utility segment of the four-wheel vehicle market remains firm, particularly for full-cab models. 

Kawasaki Motors Retail Finance, our US retail financing joint venture established with ITOCHU Corporation, is 
steadily and cautiously expanding its financing penetration rate while maintaining financial discipline. This 
contributes to retail sales growth. Furthermore, the ability to collect customer information throughout the 
product lifecycle supports more effective customer relationship management, or CRM. 
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Next, I will discuss shareholder returns. Please turn to page 42. 

Our annual dividend forecast remains unchanged from the previous announcement at JPY40 per share, 
comprising an interim dividend of JPY20 and a year-end dividend of JPY20. 



 
 

 
 
      
    

37 
 

 

Please turn to page 43. 

We will now provide updates on three project topics, followed by initiatives commemorating our 130th 
anniversary. 

First is our AI-powered shipbuilding robot, which we also introduced at last month's group vision progress 
briefing. The Japanese government aims to invest approximately JPY1 trillion through public-private initiatives 
to revitalize the shipbuilding industry, with the goal of roughly doubling domestic shipbuilding output by 
FY2035. 

However, the industry faces challenges, including a declining number of skilled workers and difficulties in 
automating complex, nonstandard tasks. In October, we unveiled a prototype AI-powered shipbuilding robot 
capable of attaching itself to a ship's hull and performing tasks autonomously. This is a versatile robot that 
can perform welding, inspection, painting, and other operations by changing its attachments. We plan to 
begin demonstration operations at our Sakaide Works in FY2027, followed by market introduction in FY2028. 

In parallel, we aim to realize a next-generation digital shipyard by using digital twin technology to optimize 
processes from design through construction and integrating these capabilities with ship operations and repair. 
We intend to deploy the model established through demonstration testing both in Japan and overseas, 
contributing to the sustainable development of the shipbuilding industry and regional economies. 

In our domestic commercial shipbuilding business, we plan cumulative growth investments of approximately 
JPY100 billion between FY2026 and FY2035. At Sakaide, we aim to achieve revenue of JPY200 billion and a 
business profit margin of at least 15% by FY2035. 
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Page 44 covers Home LEO, a social robot designed to support older adults living at home. 

We announced a prototype of Home LEO at last month's group vision progress briefing. Using physical AI, 
Home LEO recognizes users and their surroundings and acts autonomously. It is designed to understand users' 
daily habits and preferences, provide personalized assistance, detect risks such as falls or unattended flames, 
and respond by taking appropriate action and coordinating with people around the user. 

We also aim to collect and accumulate daily-life data and establish connections with medical institutions and 
nursing care facilities. Through these capabilities, we seek to address the difficulties and anxieties associated 
with aging at home, support continued independent living, improve quality of life, and help contain nursing 
care and medical expenses. 

By introducing Home LEO, we intend to extend our healthcare solutions into the home environment. We will 
continue developing a one-stop service that connects hospitals, nursing care facilities, and home-based care. 
Please note that some of the features described for Home LEO are planned for future implementation. 
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Page 45 covers our hydrogen business, which we regard as one of our next core businesses. I will introduce 
recent progress in establishing hydrogen supply chains and promoting hydrogen utilization in Japan and 
overseas. 

First, in Germany, installation work was completed in September on a power generation facility using our 
L30A, a 30 MW-class gas turbine capable of operating exclusively on hydrogen. The facility is located at a 
power plant operated by RWE Generation. Following commissioning, we plan to conduct a demonstration of 
a CO2-free hydrogen power generation system operating entirely on hydrogen, using green electricity 
generated from wind power. This is expected to be Europe's first demonstration of hydrogen-only power 
generation in the 30 MW class. 

Next, in France, we signed a memorandum of understanding in September with the Grand Est Region and the 
Autonomous Port of Strasbourg concerning the transportation and potential industrial utilization of liquefied 
hydrogen. The initiative aims to establish the Port of Strasbourg as a hydrogen supply hub for inland Europe. 
The three parties will jointly explore opportunities for market development and the establishment of logistics 
routes. 

Finally, in Japan, construction began in October on a hydrogen liquefaction plant with a capacity of 50 tons 
per day at the Kawasaki LH2 Terminal. This will be Japan's largest hydrogen liquefaction facility, significantly 
exceeding the previously announced maximum domestic capacity of 15 tons per day. Following completion 
and commissioning, scheduled for the end of 2028, the facility is expected to be used for commercial-scale 
demonstration activities beginning in 2030. 
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Progress in establishing and utilizing hydrogen supply chains is continuing steadily both in Japan and overseas. 
Through these initiatives, we aim to contribute to the realization of a hydrogen-based society and support our 
future business growth. 

 

Please turn to page 46. 

Kawasaki Heavy Industries celebrated its 130th anniversary in October 2026. Finally, I would like to introduce 
several initiatives commemorating this milestone and communicating our history and future ambitions to 
stakeholders both inside and outside the company. 

Our brand film, "Kawaru, Saki e.", includes a special 130th-anniversary edition titled "Beyond Our 130th 
Anniversary." The film reflects on our 130-year journey alongside our many stakeholders while portraying a 
future shaped by the hydrogen society and the growing role of physical AI. 

In addition, drawing on the Matsukata Collection assembled by our first president, Kojiro Matsukata, we are 
serving as a special sponsor of the film "Monet: Paintings That Crossed the Sea of Time," scheduled for release 
in October 2027. Other initiatives include a special exhibition at the Hyogo Prefectural Museum of Art, 
publication of an original guidebook in a special edition of the Rurubu travel magazine, and the reopening of 
Kawasaki World in Kobe following renovations. We hope you will take a look at these initiatives. 
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Reference materials are provided from page 47 onward. 

In particular, page 48 presents our priority investment areas as part of the cash allocation framework 
announced at last month's group vision briefing. Please refer to these materials for further details. 

That concludes my presentation. Thank you. 
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Question & Answer 

 

Moderator [M]: Thank you very much. We will now move on to the Q&A session. If you have a question, 
please click the Raise Hand button on your screen. When your turn comes and the moderator calls your name, 
please unmute yourself and state your company name and your name before asking your question. Please 
limit your questions to two per turn. 

If your environment makes it difficult to ask questions verbally, you may also submit questions using the Q&A 
function. However, for the purposes of managing the session, we will first take verbal questions and then 
answer as many written questions as time permits. 

For questions submitted through the Q&A function, the moderator will read out the company name, 
questioner's name, and question. We will first take questions from analysts and investors, beginning with 
verbal questions followed by written questions. We will then take questions from members of the media in 
the same order. 

With that, we will begin the Q&A session. 

Our first question comes from Maekawa of Nomura Securities. Please unmute yourself and proceed. 

Maekawa [Q]: This is Maekawa from Nomura Securities. Thank you very much for your presentation. I have 
two questions. 

First, I would like to ask about the revision to your full-year forecast on page 17 of the presentation materials. 
I understand that the upward revision is attributable to foreign exchange movements and equity-method 
investment profit. However, the item on the far right, covering changes in sales mix, SG&A expenses, and 
other factors, appears to be a negative factor contributing to a downward revision.  

At the Q1 briefing three months ago, you described part of this item as a buffer. That terminology is no longer 
used this time, so I would like to understand whether some of the risk buffer has been utilized. There also 
appears to have been some deterioration in the sales mix in Powersports during Q2, and I wonder whether 
that is related. Could you elaborate on why the negative impact from changes in sales mix has increased in 
this revision? 

Yamamoto [A]: Thank you for your question. Looking at the overall picture, the negative factors include the 
downward revision to our aerospace forecast due to timing shifts, lower capacity utilization in aerospace 
resulting from those revenue timing shifts, and slightly lower-than-expected wholesale volumes of highly 
profitable motorcycles in developed markets in powersports & engine. 

As for the buffer we set at Q1, we have not yet reached the point of drawing on it. It remains available. In 
powersports & engine in particular, we are currently working to bring inventories down to appropriate levels 
while reducing sales promotion expenses. I believe a certain portion of the buffer is being allocated to such 
risks in this item. 

Maekawa [Q]: Thank you. You mentioned motorcycles in developed markets. How about four-wheel vehicles? 
Are they performing broadly in line with your original plan? Wholesale volumes appear to have declined 
slightly QoQ. Could you comment on the situation in the four-wheel vehicle business? 
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Yamamoto [A]: In four-wheel vehicles, the high-performance recreational segment has softened somewhat. 
However, full-cab utility models, including the RIDGE series that we are focusing on, remain very strong, and 
sales are increasing. 

Maekawa [Q]: Understood. Thank you. 

My second question concerns the valuation loss on receivables in the aircraft engine business, which is also 
mentioned on this slide. You have lowered the aerospace systems forecast by JPY4 billion overall, and you 
mentioned timing shifts in both Boeing-related and defense-related sales. Business profit progress was also 
somewhat slow in Q2. Could you provide more details about the factors behind the downward revision, 
particularly the reasons for the timing shifts? I would also like to know whether the deferred revenue can be 
expected to materialize next fiscal year. 

Yamamoto [A]: Regarding the timing shifts in aerospace, there are two major factors. First, progress on large 
aircraft for the defense sector has been delayed due to supply chain issues. Second, in the commercial aircraft 
business, Boeing's production rate increase for the 787 has been somewhat slower than expected. 

As for aircraft engines, one low-cost carrier has filed for Chapter 11 bankruptcy protection. We also 
continuously monitor the financial condition of other customers. Where we identify deterioration in their 
financial position, we reassess the relevant receivables and recognize valuation losses as necessary. These 
factors have negatively affected our results. 

Maekawa [Q]: Understood. Thank you. Would it be correct to say that, of the JPY4 billion downward revision 
for aerospace systems, approximately half is attributable to the valuation loss on receivables and the other 
half to the timing shifts in revenue? 

Yamamoto [A]: Yes, that is correct. 

Maekawa [Q]: Understood. One more clarification, if I may. Could you explain the background to the timing 
shifts in the defense business? 

Yamamoto [A]: In the P-1 and C-2 programs, certain purchased components have not arrived as scheduled. 
As a result, the schedules have shifted slightly backward. 

Maekawa [M]: Understood. Thank you very much. That concludes my questions. 

Yamamoto [M]: Thank you. 

Moderator [M]: Thank you. Our next question comes from Isayama of Goldman Sachs Securities. Please 
unmute yourself and proceed. 

Isayama [Q]: This is Isayama from Goldman Sachs Securities. Thank you as always for your support. 

I would like to ask about precision machinery & robot. Performance appears to be progressing well, partly 
because of the litigation settlement proceeds. However, you have raised your full-year business profit forecast 
by only JPY2 billion. Q2 performance improved, but I am having difficulty determining how much of that 
improvement reflects underlying business performance. 

Looking at other income in the financial statements, there appears to have been an improvement of 
approximately JPY11 billion from Q1 to Q2. If all of that represented the settlement in the Robot business, it 
would suggest that underlying Q2 business profit had not improved very much. So perhaps the actual 
settlement amount was smaller. 
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Could you explain how much profit in precision machinery & robot improved in Q2 excluding the settlement 
proceeds? Also, regarding the upward revision to the full-year forecast, which business is contributing more, 
and where do you have greater confidence? That is my first question. 

Yamamoto [A]: In terms of the size of the upward revision to business profit, Hydraulics and Robotics account 
for roughly the same amount. In the Robot business, Q1 was roughly at breakeven, whereas in Q2 it generated 
profit of several billion yen even excluding the settlement proceeds. 

As for actual results, sales in the precision machinery business have been very strong. Most of the profit 
improvement has come from this strong sales performance, together with improved equity-method earnings 
from our joint venture with EDDIE. 

In the Robot business, increased sales of robots for semiconductor applications and the positive impact of yen 
depreciation have contributed significantly. 

Isayama [Q]: That is very clear. Thank you. My second question is similar, but concerns energy solution & 
marine. Both equity-method earnings and the earnings of the consolidated business appear to have been 
strong. Was the upside driven by the recognition of particularly profitable projects? 

Both components appear to have performed better than expected. Could you explain the background to the 
H1 outperformance and whether the upward revision simply reflects the H1 results, or whether you now 
expect further improvements in project profitability? 

Yamamoto [A]: The main factor behind the upward revision is the very strong performance of equity-method 
investments in the ship & offshore structure business. As for H1 results, the substantial improvement in 
profitability on LPG/ammonia carriers was also a major contributor. 

Isayama [Q]: Regarding the JPY1.5 billion that remains after excluding JPY4.5 billion in equity-method 
investment profit from the JPY6 billion full-year upward revision, would it be correct to say that the largest 
contributor is the domestic LPG/ammonia carrier business? 

Yamamoto [A]: That portion reflects upward revisions in plant and Marine Propulsion. 

Isayama [M]: Understood. Thank you very much. That concludes my questions. 

Moderator [M]: Thank you. Our next question comes from Sasaki of UBS Securities. Please unmute yourself 
and proceed. 

Sasaki [M]: This is Sasaki from UBS Securities. Thank you as always for your support. 

Yamamoto [M]: Thank you. 

Sasaki [Q]: Thank you for your presentation. I have two questions. My first question follows up on Maekawa's 
earlier question. Regarding Powersports, you explained that four-wheel vehicles are performing well while 
motorcycles have weakened. You also mentioned that inventory adjustments are underway. However, 
looking at Q2 earnings, the impact of changes in sales volume and mix appears to have deteriorated 
considerably, presumably mainly because of motorcycles. The segment also appears to have recorded a loss 
in Q2. 

The impact of declining motorcycle sales seems quite significant. Could you explain what is actually happening 
in the end market? 
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At the same time, you have maintained your medium-term business profit target of JPY30 billion. Could you 
explain why you remain confident in achieving that target? I assume this reflects the remaining risk buffer and 
factors such as foreign exchange movements, but I would appreciate a more detailed explanation. 

Yamamoto [A]: First, regarding the decline in wholesale volumes of motorcycles in developed markets, one 
major factor is that we have voluntarily suspended sales of a particular model due to a quality issue. That has 
had a significant impact in terms of units. 

In addition, as mentioned earlier, we are deliberately adjusting inventories. We have reduced sales promotion 
expenses, and we fully recognize that this will result in lower wholesale volumes. It is an intentional measure. 

As for the motorcycle market itself, I would not describe it as particularly strong, but neither is it especially 
weak. Meanwhile, the four-wheel vehicle business is performing well, and sales are increasing. However, from 
a profitability perspective, the higher proportion of four-wheel vehicle sales has had a somewhat adverse 
effect. 

Regarding the JPY30 billion profit forecast, we regard an amount equivalent to the IEEPA tariff refunds as a 
risk buffer. We have maintained the forecast again this time, and based on current conditions, we believe it 
remains fully achievable. 

Sasaki [Q]: So, to confirm my understanding, four-wheel vehicles are improving, the overall market is not 
particularly weak, and there are buffers including foreign exchange effects. Therefore, there is no reason at 
this stage to abandon the JPY30 billion target. Is that a fair interpretation? 

Yamamoto [A]: Yes, I think that is correct. 

Sasaki [M]: Understood. That is clear. Thank you. 

Yamamoto [M]: Thank you. 

Sasaki [Q]: My second question concerns aerospace systems and follows up on Maekawa's earlier question. I 
understand the reasons for the JPY4 billion downward revision. What I would like to ask about is the H2 
outlook. H1 business profit was JPY10 billion, while the full-year forecast is JPY68 billion. That means you 
expect JPY58 billion in business profit in H2. 

I recognize that this business has historically been heavily weighted toward H2. Nevertheless, how should we 
assess the likelihood of achieving JPY58 billion in H2 and management's confidence in that forecast? Could 
you explain your thinking, including the business environment? 

Yamamoto [A]: In H1, we are currently experiencing an increase in fixed costs, or period expenses. For 
example, site preparation work is continuing for facilities associated with investments to expand production 
of guided weapons and missiles. 

We are also preparing to increase production for Boeing. This involves hiring additional personnel and 
incurring training expenses. These factors are reflected in our current profit progress. 

However, the progress rate of business profit is almost identical to last year's. This year, profitability declined 
slightly because we recorded a valuation loss on receivables in the aircraft engine business. Excluding that 
impact, the underlying earnings base is virtually the same as last year. Therefore, we believe the full-year 
forecast is fully achievable. 
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Although there have been some timing shifts involving Boeing, leading to the overall downward revision, the 
increase in Boeing 787 production from 8 to 10 aircraft per month is firmly on track, so revenue will be 
weighted toward H2. In addition, defense-related revenue will increase substantially in H2 compared with last 
fiscal year. We would appreciate your understanding that these factors inevitably result in an H2-weighted 
profile. 

Sasaki [Q]: Thank you. To summarize, although Boeing's production increase has been delayed somewhat, 
production will still increase. Defense-related revenue will also rise in H2, while H1 was burdened by higher 
costs. Therefore, the likelihood of generating substantial profit in H2 has not fundamentally changed. Is that 
correct? 

Yamamoto [A]: Yes, exactly. 

Sasaki [M]: Understood. That concludes my questions. Thank you very much. 

Yamamoto [M]: Thank you very much. 

Moderator [M]: Thank you. Our next question comes from Fukuhara of Macquarie Capital Securities. Please 
unmute yourself and proceed. 

Fukuhara [M]: This is Fukuhara from Macquarie Capital Securities. Thank you as always for your support. 

Yamamoto [M]: Thank you. 

Fukuhara [Q]: I also have two questions. First, regarding the revision in the aircraft engine business, you 
recorded a JPY2 billion valuation loss on receivables. Would it be correct to understand that this resulted from 
reviewing the financial condition of multiple customers rather than just one? 

Also, regarding the JPY2 billion impact in the aircraft structures business, this resulted from the JPY10 billion 
reduction in your revenue forecast. [inaudible] 

My question is whether, when the JPY10 billion in revenue is deferred to next fiscal year, it will simply increase 
next year's revenue without affecting the profit margin of the aircraft structures business. I just wanted to 
confirm that point. 

Yamamoto [A]: This is a timing shift, so it is entirely reasonable to assume that revenue originally scheduled 
for this fiscal year will simply move into the next fiscal year. 

Fukuhara [Q]: Understood. Thank you. I also have a question about defense orders. You have raised your full-
year orders received forecast this time. Does the revised forecast include any orders for overseas customers? 

Yamamoto [A]: No, the revision does not include overseas orders. Nor does it reflect the addition of any 
particularly large domestic projects. We revised the forecast upward after reviewing each project in detail. 

Fukuhara [M]: Understood. Thank you very much. That concludes my questions. 

Yamamoto [M]: Thank you. 

Moderator [M]: Thank you. Our next question comes from Yanaka of SMBC Nikko Securities. Please unmute 
yourself and proceed. 

Yanaka [M]: This is Yanaka from SMBC Nikko Securities. Thank you. 
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Yamamoto [M]: Thank you. 

Yanaka [Q]: I have two questions. First, how much of what might be described as a risk buffer is currently 
reflected in your business profit forecast? At the Q1 briefing, I had the impression that the amount was 
approximately JPY20 billion. You also commented that this would not necessarily be allocated entirely to 
Powersports. Could you clarify the amount you currently regard as a risk buffer? 

Yamamoto [A]: That would be the refunds of IEEPA tariffs, which amount to approximately JPY10 billion. As 
at Q1, these refunds are not incorporated into our forecast, and that remains unchanged in Q2. 

Approximately 95% of the amount has already been received. 

 

Yanaka [Q]: Thank you. As a follow-up, looking at page 51, I noticed the negative JPY25.3 billion figure on the 
far right. I had the impression that much of this amount did not reflect any specific assumptions. Based on 
your explanation, would it be correct to regard the JPY9.3 billion in IEEPA tariff refunds as effectively serving 
as a risk buffer? 

Yamamoto [A]: Yes, that is correct. 

Taninaka [Q]: Thank you. My second question concerns motorcycles in developed markets. You mentioned a 
quality issue. H1 sales volumes in Japan and North America declined by more than 20% YoY. Could you confirm 
whether the quality issue affected both of those regions? Also, H1 sales volumes declined by approximately 
21% YoY, whereas achieving your full-year forecast would require H2 sales volumes to increase by around 
10% YoY. Could you explain how confident you are in achieving that H2 sales volume growth? 

Yamamoto [A]: The quality issue affects only the United States, not Japan. 
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Taninaka [Q]: How about H2 sales volumes? Would it be more appropriate to think about achieving the 
forecast for Powersports as a whole rather than focusing specifically on motorcycles in developed markets? 

Yamamoto [A]: For motorcycles in developed markets, we see a risk of falling short of the plan, depending on 
when the quality issue is resolved. On the other hand, sales in emerging markets are fortunately increasing, 
so we may be able to achieve the unit sales plan overall. As for revenue, we expect to largely achieve the 
JPY730 billion forecast. Our assumptions are quite conservative, so I believe the forecast is achievable. 

Taninaka [M]: Understood. Thank you. That concludes my questions. 

Moderator [M]: Thank you. Our next question comes from Tai of Daiwa Securities. Please unmute yourself 
and proceed. 

Tai [Q]: Mr. Yamamoto, this is Tai. Thank you as always. Is the quality issue affecting motorcycles likely to 
continue for quite some time? I am not sure I fully understand the situation. 

Yamamoto [A]: We do not know yet. However, I do not expect it to develop into a particularly serious issue. 
For the time being, we have voluntarily suspended sales. 

It concerns an off-road motorcycle in the United States. It is not a particularly large or expensive model, but 
it is one that sells in relatively high volumes. 

Tai [Q]: I see. Understood. I have another question. You have raised your full-year shipbuilding orders forecast 
quite substantially. The explanation mentioned LPG carriers and related vessels. I wonder whether the order 
volume is now sufficient to fill your shipbuilding berths for some time. I had understood that you were also 
reserving some capacity for future hydrogen-related vessels. Could you comment on that? 

Yamamoto [A]: Yes. The upward revision reflects an increase in the number of LPG/ammonia carriers included 
in the plan from one to three vessels. We expect these orders to fill our capacity until around the middle of 
FY2028. After that, as you mentioned, construction of liquefied hydrogen carriers is scheduled to begin, and 
we have reserved capacity for those vessels. 

Tai [Q]: So there has been no change to the hydrogen carrier schedule? 

Yamamoto [A]: No change. 

Tai [Q]: Understood. One final question, although it is not directly related to your financial results. Toyota has 
recently begun speaking quite actively about robotics. There has been discussion of a figure of 400,000 units, 
and Toyota has made various announcements concerning what it intends to manufacture internally and what 
it will source externally. 

Given your relatively close relationship with Toyota, could this create business opportunities for Kawasaki? 
Conversely, could there be areas where your businesses come into competition? How do you view Toyota's 
recent initiatives from Kawasaki's perspective? 

Yamamoto [A]: I only learned about Toyota's initiatives through newspaper reports myself. Given the 
relationship between Toyota and Kawasaki, I do not expect anything particularly problematic to arise. 
However, we do not yet have detailed information about their plans, so I cannot really comment at this point. 
I apologize. 

Tai [M]: Understood. No problem at all. That concludes my questions for today. Thank you. 

Yamamoto [M]: Thank you. 
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Moderator [M]: Thank you. Our next question comes from MacDonald of Citigroup Securities. Please unmute 
yourself and proceed. 

McDonald [Q]: Thank you. I have two brief questions. First, regarding the JPY30 billion full-year profit forecast 
for Powersports, which remains unchanged, I have repeatedly been asked by overseas investors whether that 
figure includes gains on the sale of real estate. Does it? 

Yamamoto [A]: Yes, it is included. 

McDonald [Q]: Could you tell us approximately how much the gain would be and when it is expected? 

Yamamoto [A]: Approximately JPY1 billion to JPY2 billion, perhaps. 

McDonald [Q]: Thank you. My second question is on a completely different subject. When we spoke 
previously, one issue was the accounting changes associated with IFRS 18. There was discussion that equity-
method investment profit could move out of operating profit or business profit and into profit before tax. 
What is the current situation regarding that issue? 

Yamamoto [A]: Regarding equity-method investment profit, our policy is to operate our joint venture 
shipyards in China as an integral part of the Group, and this is also part of our business model. Therefore, we 
intend to continue explaining those earnings in a way that allows investors to understand their contribution 
clearly. 

McDonald [Q]: In the Japanese equity market, investors traditionally focus on operating profit or, depending 
on the company, business profit, rather than EPS or net profit. Given that a substantial amount will shift, 
perhaps investors should focus more on profit before tax rather than business profit when evaluating 
Kawasaki Heavy Industries from next fiscal year onward. 

Yamamoto [A]: Yes, I agree. We believe profit before tax will become one of the key performance measures, 
and we intend to place greater emphasis on it in our explanations. 

McDonald [Q]: For example, on page 43, you presented targets for the domestic commercial shipbuilding 
business at Sakaide. That business is not related to equity-method earnings, of course. However, Kawasaki 
currently sets targets primarily in terms of business profit. I think the profitability measures investors focus 
on may need to change, with greater attention paid to profit before tax. 

Yamamoto [A]: Yes. Profit before tax also includes items such as foreign exchange gains and losses, so we 
would like to give careful consideration to how we set our targets. From the perspective of continuity, one 
option would be to voluntarily disclose a figure equivalent to business profit. We are currently examining this. 

McDonald [M]: Okay. Understood. I would appreciate an update once you have made a decision. 

Yamamoto [M]: Certainly. 

McDonald [M]: Thank you. 

Moderator [M]: Thank you. Our next question comes from Kitaura of Morgan Stanley MUFG Securities. Please 
unmute yourself and proceed. 

Kitaura [Q]: This is Kitaura from Morgan Stanley MUFG Securities. Thank you for today's presentation. 

My first question concerns the supply chain delays in the defense business that you mentioned earlier. You 
referred to difficulties procuring certain components. I am not sure how much detail you can provide, but 
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could you explain the nature of these issues and their potential impact? Your defense business is entering a 
period of substantial revenue growth as defense spending increases, so I would also like to understand how 
we should assess the potential impact on that growth. 

In addition, other companies have reported supply chain issues affecting factory automation equipment and 
robots. Are there any similar supply chain difficulties or concerns in your other businesses? 

Yamamoto [A]: We are not experiencing any particularly serious difficulties at present. This time, there was 
a temporary delay in the delivery of certain components, which slowed overall progress. 

Kitaura [Q]: Understood. Are there any other businesses where supply constraints could become a concern 
in fulfilling shipments? You operate across a wide range of businesses, and I imagine capacity constraints may 
be relevant for products such as gas turbines. But specifically regarding supply chain availability, is there 
anything investors should be concerned about at present? 

Yamamoto [A]: There is no major impact at present. However, as we expand production in various businesses, 
we fully recognize the need to pay close attention to supply chain capacity and availability. 

Kitaura [Q]: Understood. Thank you. My second question concerns energy solution & marine. The Q2 profit 
margin appears to have reached a very high level, and performance seems extremely strong. You also 
mentioned earlier that the shipbuilding business is targeting a business profit margin of at least 15% following 
the planned JPY100 billion investment. How should we think about the longer-term profitability of energy 
solution & marine? Is it developing into a business capable of achieving margins in the mid-to-high teens, or 
perhaps eventually exceeding 20%? I would appreciate your comments on the current environment and 
future profitability potential. 

Yamamoto [A]: Profitability in energy solution & marine has been improving substantially. I believe we should 
be targeting margins above 15%, rather than settling for 10%. 

Kitaura [Q]: So you believe there is still further room for improvement? 

Yamamoto [A]: Yes, I believe there is considerable room for improvement. We are now building 
LPG/ammonia carriers that were ordered at progressively higher vessel prices. In that sense, I expect 
profitability to continue improving. 

Kitaura [M]: Understood. Thank you very much. That concludes my questions. 

Yamamoto [M]: Thank you. 

Moderator [M]: Thank you. That concludes the Q&A session. Finally, Yamamoto will offer a few closing 
remarks. 

Yamamoto [M]: Thank you all very much for taking the time out of your busy schedules to attend our financial 
results briefing today. We appreciate your continued support and look forward to working with you. 

Moderator [M]: This concludes Kawasaki Heavy Industries' financial results briefing. Thank you very much for 
your participation. 

[END] 

______________ 
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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.  



 
 

 
 
      
    

52 
 

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.  

 


