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Presentation 

 

 

Kobayashi: I am Kobayashi, Director of the Company. Thank you very much for taking time out of your busy 
schedule to participate in our financial results briefing today. 

As Mr. Takeuchi, the president, is absent today, I will proceed on his behalf. 

Let me now discuss the consolidated results for H1 and full-year forecasts for the fiscal year ending February 
2025. Please see page two. I will review the summary of the H1 results of FY2024 compared to the same 
period of the previous year. 

First, in terms of sales volume, sales of compact excavators were sluggish in North America due to the ongoing 
adjustment phase in the housing market. Sales volume of track loaders also declined due to the postponement 
of some shipments to Q3 as a result of production stoppage caused by defects in purchased parts. 

In Europe, sales of track loaders increased, but sales of compact excavators declined sharply due to a slump 
in the housing market caused by rising mortgage rates and energy prices. As a result, sales volume in North 
America decreased by 2.5%, in Europe by 16.2% and overall sales volume decreased by 11%. 

As for net sales and profits, there were negative factors such as lower sales volume, higher raw material prices, 
higher depreciation at the Aoki factory and labor costs that squeezed profits. However, positive factors such 
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as foreign exchange effects and price increases, as well as changes in product and customer mix, resulted in 
record-high net sales and each profit item for H1. 

 

Please see page three for consolidated financial highlights.   

Net sales increased by 4.2% to JPY109,606 million and operating profit increased by 46.5% to JPY24,867 
million. Factors behind the increase or decrease in operating profit, as well as orders received and order 
backlog, will be explained later. 
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Please refer to page four. This slide shows the quarterly changes in sales and operating profit. 

As you can see, operating profit in both Q1 and Q2 of the current fiscal year was at a high level, mainly due to 
the weaker yen and product price increases. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
5 

 

 

Please turn to page five. This shows net sales by region. 

Sales in North America increased 11.1% to JPY62,906 million, while sales in Europe decreased 1.3% to 
JPY43,745 million. Sales volume declined 2.5% in North America and 16.2% in Europe. 

Although sales volume in North America was down, net sales were significantly higher than in the same period 
of the previous year due to the impact of the weak yen and product price increases. As for Europe, sales did 
not decrease as much as the number of units sold and remained almost flat compared to the same period of 
the previous year, mainly due to sluggish sales of low-priced compact excavators and the weak yen. 
Performance in other regions is as described here. 
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Please refer to page six. This is information on the geographic segment for your reference. 
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Please refer to page seven. I will explain the factors behind the increase and decrease in operating profit. 

Factors contributing to the increase include JPY7,052 million from foreign exchange effects, JPY2,135 million 
from selling price increases, JPY94 million from cost reductions to offset the cost increases, JPY10 million from 
a decrease in SG&A expenses excluding currency effects, and JPY1,957 million from other factors including 
changes in product mix and customer mix, etc. 

The cost reductions were mainly due to cost improvements resulting from an increase in production volume 
at the US plant. Factors for profit decrease include JPY1,579 million from the effect of decreased sales with 
lower volume, JPY878 million from depreciation of the Aoki factory etc., JPY739 million mainly from an 
increase of labor cost as part of investment in human capital, and JPY152 million from increased 
transportation costs related to semi-knockdown production in the US. 

As a result, operating profit increased JPY7,898 million to JPY24,867 million. 
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Please see page eight for the consolidated balance sheets. 

Inventories increased approximately JPY18 billion. There are three main factors behind that. The first is the 
foreign exchange impact of converting inventories of overseas subsidiaries denominated in local currencies 
into yen. The second point is the longer inventory period required for logistics due to the bypassing of the Red 
Sea in shipping to Europe. The third factor is the buildup of product inventories at the US subsidiary with the 
aim of expanding sales. 

Since Q2 of the current fiscal year, the entire group has been adjusting production as product inventories have 
become sufficient. Production volume trends are shown on page 33 for your reference. 
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Please see page nine for consolidated statements of cash flows. 

Operating cash flow decreased by JPY10,266 million due to an increase in inventories and working capital as 
well as an increase in income tax payments. 
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Next, I will explain our full-year consolidated earnings forecast for the fiscal year ending February 2025. Please 
refer to page 11. On October 10, 2024, we revised our full-year earnings forecast. I will go through the key 
points of the revised forecast. 

Product demand in H2 is expected to be the same level as in H1, both in Europe and the United States. In 
North America, we had expected a significant increase in sales volume in our previous forecast, but due to a 
lull in the market, we now forecast a 13.3% decrease in sales volume for the full year compared to the previous 
forecast. 

In Europe, we had previously forecasted a significant decline in sales volume, particularly of compact 
excavators, and we now expect full-year sales volume to drop further, 5.3% below our previous forecast. 

As a result, consolidated net sales for the full year are expected to fall short of the previous forecast, but 
profits at each stage are expected to exceed the previous forecast due to lower-than-expected ocean freight 
rates and the impact of foreign exchange rates. 
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Please see page 12 for the highlights of the full-year consolidated earnings forecast. 

We forecast an 8.6% YoY decrease in total sales volume for the group as a whole, with net sales increasing 
1.4% to JPY215.5 billion, operating profit increasing 26.1% to JPY44.5 billion, ordinary profit increasing 18.5% 
to JPY42 billion, and net profit increasing 14.7% to JPY30 billion, all record highs for both sales and profits.  



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
12 

 

 

Please refer to page 13 for our full-year sales forecast by region. 

Compared to the previous fiscal year, full-year sales volume in Europe is expected to drop by 14.9%, a 
significant decrease. This is due to the expectation of demand in H2 to stay almost flat from H1. 

On the other hand, we forecast a slight increase of 1.6% in North America. This is because the sales volume in 
H2 is expected to be higher than in H1 due to some carried-over shipments caused by defects in purchased 
parts as well as more aggressive sales promotion activities in H2.  

Foreign exchange sensitivity on operating profit for H2, for the six months period, is assumed to be JPY49 
million for the US dollar, JPY8 million for the Great Britain pound, and JPY2 million for the euro. 
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Please refer to page 14. I will explain the factors of increase/decrease in consolidated operating profit for the 
full-year forecast. 

The factors for increase include foreign exchange effects of JPY7,979 million, selling price increases of 
JPY4,365 million, and other factors including changes in the product mix and customer composition of 
JPY2,584 million. 

Factors for decrease include JPY1,598 million from the effect of decreased sales with lower volume, JPY447 
million from cost increases such as higher raw material prices, JPY878 million from depreciation of the Aoki 
factory etc., JPY1,043 million mainly from higher labor costs as part of an investment in human capital, JPY716 
million from higher transportation costs related to semi-knockdown production in the US, and JPY1,044 
million from an increase in SG&A expenses including the incremental product warranty allowance of JPY831 
million. 

As a result of the above, consolidated operating profit is projected to increase by JPY9,203 million to JPY44,500 
million. 
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Please refer to page 15 for our capital investment plan. 

The capital investment is expected to amount to JPY5,404 million for the current fiscal year ending February 
2025. The breakdown for main investment includes approximately JPY3.5 billion for maintenance and renewal 
of equipment at the home office and Aoki factory, expansion of the parts center etc., approximately JPY700 
million for construction of a dormitory for employees, and approximately JPY500 million for facility expansion 
at the US subsidiary etc. 
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Next, let me discuss recent topics. Please see page 17. First, I will explain orders received and order backlog. 

As shown on the right-hand of the bottom table, orders received in Q1 was as high as JPY61.5 billion due to 
the postponement of order timing by a major US rental company from the end of the previous year to the 
beginning of the current fiscal year. In Q2, orders received were only JPY35.7 billion. 

The order backlog at the end of Q2 was JPY116.6 billion, of which approximately JPY90 billion was in the US 
and JPY25 billion was in Europe. If we translate them to monthly sales by applying this year’s sales forecast by 
region, the order backlog for the US would be around 9 months and that for Europe would be around 3.5 
months. 

Given that our perception of the normal level of order backlog is generally three to four months, we believe 
that the level of order backlog in the US is still high but it has generally returned to normal level in Europe. As 
a result, we expect the normal cycle of orders corresponding to actual demand to continue in Europe where 
order backlogs have normalized, and in the US, sales will continue to outpace orders for some time until order 
backlogs normalize. 
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Please see page 18. This page provides an overview of sales by product model. 

The line graph shows the growth rate of unit sales of compact excavators, hydraulic excavators, and track 
loaders assuming FY2020 as 100%. 

As you can see, the growth rate of track loaders has exceeded that of compact excavators since the previous 
fiscal year, demonstrating rapid growth. The pie chart on the lower right shows the ratio of unit sales by model. 
In the full-year forecast for the current fiscal year, the ratio of track loaders has increased to compensate for 
the decline in compact excavators. 

Let me first explain the situation of compact excavators, which are by far the largest selling model. Sales are 
slowing in Europe, our main market, in the current fiscal year. We see this as the result of sluggish personal 
consumption due to rising prices and other factors, as well as downward pressure on housing demand due to 
soaring mortgage rates. We believe that this situation will not improve for some time, and we must expect 
that sales of compact excavators in Europe will be sluggish for a while. 

On the other hand, sales of compact excavators in North America are steady and we expect the sales volume 
to exceed the previous year’s level. In addition, track loaders, our mainstay products in North America, also 
maintain steady momentum. Furthermore, demand for track loaders, which used to be mainly for the North 
American market, is gradually increasing in Europe, and sales are beginning to grow. 
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In the US where interest rates were cut in September and mortgage rates are on a downward trend, we 
believe there is a strong possibility that housing demand will recover and expand, leading to materialization 
of pent-up demand in 2025 once the newly elected President's economic policies become clear. 

Therefore, we plan to expand sales of track loaders, which have promising growth potential, not only in the 
US but also in Europe in the next fiscal year and beyond. 

 

Please see page 19. I will explain the product features of track loaders, which are expected to have greater 
growth potential. 

First of all, the track loaders that we pioneered the world to develop and market following the compact 
excavators is called a compact track loader, or CTL for short, in the construction equipment industry. For the 
purposes of this slide, I will refer to it simply as a loader. 

The first feature is that when the loader was first introduced to the market, it was mainly intended for use in 
transporting earth dug out by compact excavators or hydraulic excavators to another location, or in leveling 
the excavated area. So, it has the capabilities to travel quickly even on muddy ground such as clay-like soil. 

The second feature pertains to the fact that loaders have become popular mainly in the US where there are 
many large-scale construction sites. Excavators and loaders each have their own characteristics, and these 
work together to provide the advantage of efficient civil engineering work. 

For your information, in urban areas of Japan and Europe where civil engineering work has to be done in 
relatively small areas, there is no room for loaders to transport earth and sand, so compact excavators have 
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taken care of all work, including excavation, transport, and leveling. This is the main reason why the primary 
market for loaders has been the United States. 

 

Please see page 20. The third feature is that loaders can be used not only on construction sites but also for 
multiple purposes by changing attachments. 

As you may notice from these images, the end users of loaders also leverage them for other purposes than 
civil engineering, since loaders can transport not only earth and sand but also grass, trees, and other heavy 
objects. We believe that this broad base of end users is our major competitive advantage for expanding sales. 

For your reference, there is an image of a loader carrying solar panels in the upper right corner. As you can 
see, we believe that the demand for installation of new equipment and facility rework to realize a 
decarbonized society will increase, and this will be a tailwind for the sales of our loaders as well as excavators. 
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Please see page 21. The fourth feature is that loaders are capable to play an important role in reconstruction 
work at disaster sites. 

Once again, we would like to express our deepest sympathies to the victims of the Noto Peninsula earthquake 
on New Year’s Day and the torrential rain that hit the region on September 21 this year. 

Immediately after receiving permission from the local government, we dispatched loaders, compact 
excavators, and operators to the site to support reconstruction efforts. We sincerely hope for the earliest 
possible recovery. 

Returning to the explanation of the loaders, as you can see from these images, they are used in the 
reconstruction effort to grab, lift, remove, or transport debris as well as vessels and vehicles washed by the 
Tsunami. In the past, our products have been used for similar purposes in areas affected by hurricanes and 
wildfires in the United States. 
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Please see page 22. The outlook for Europe is difficult to predict, but we would like to report you of a trade 
show in Germany that our distributor participated as an exhibitor in September. 

For the first time, our loader was also showcased to raise awareness and expand sales. To attract visitors' 
attention with the aim of uncovering latent demand, we exhibited a loader with an attachment for a brush 
cutter called a mulcher, which is mainly used in forestry. We have a demonstration video on how the loader 
and mulcher are working together which you can access via the link here. We hope you see it later. 

The bullet points at the bottom are market information obtained directly from visitors by our distributor who 
exhibited at the show. The information that end-users’ jobs are not decreasing is very encouraging and 
positive. 
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Please see page 23. These are the pictures of the compact excavators with different attachments at outdoor 
demonstration area, as I just explained. 

We have a suite of compact excavator models that support wide range of attachments. As shown here, the 
demonstration also appealed the superiority, expandability, and versatility of our product by showing how 
the standard bucket for excavating the ground can be removed and replaced with another attachment that 
can grab the timber, rotate it, and change its placement without leaving the driver's seat, simply by operating 
the hydraulic system. 
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Please refer to page 24. I will explain shareholder returns and the consolidated dividend payout ratio. 

Our current basic policy is to maintain stable dividends with a target consolidated payout ratio of 30%. In 
consideration of the group's financial position and earnings forecast, we plan the year-end dividend for the 
current fiscal year to be JPY200 per share, unchanged from the forecast at the beginning of the fiscal year. 
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Please turn to page 23. 

We consider the recent share price level of the Company as being undervalued. Therefore, in accordance with 
our shareholder return policy, we have decided to repurchase our own shares, as stated here, to meet the 
expectations of our shareholders who have been supporting us, and we are repurchasing our own shares 
within the set period. 

We would like to take this opportunity to ask for the understanding and continued support of our 
shareholders. This concludes my explanation of the financial results for Q2. 

Thank you for your attention. 

[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.   



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
24 

 

Disclaimer 

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

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

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

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

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