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• Profit before income taxes decreased because the financial results for the six 
months ended June 30, 2017 included gain on sales of securities of 5.4 billion 
yen. However the gain (loss) on sales of securities is no longer recorded in the 
consolidated statement of profit or loss from the fiscal year ending December 
31, 2018 due to the adoption of IFRS9. 

• Variance from the forecast announced in February, 2018.
 The shortfall of revenue was due to stagnation of farm equipment sales 

in China and delays in wholesale in the U.S. in June.
 The shortfall of operating profit and profit attributable to owners of the 

parent was mainly due to the shortfall of sales and a rise in material 
prices.
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①Domestic revenue in Farm & Industrial Machinery
• Revenue from farm equipment increased by 1.0 billion yen （+2％） from the prior year mainly due to 

increased sales of tractors mainly thanks to improved market shares.
• Revenue from const. machinery also increased by 1.5 billion yen (+10%) from the prior year mainly due 

to adverse reaction from concentrated demand for large-scale equipment resulting from tightening of 
engine emission regulations in the prior year.

• Revenue from engines increased by 2.0 billion yen (+31%) from the prior year due to expanded 
production of products for the North American market by OEMs.

• Revenue of others increased by 4.3 billion yen (+6%).
 Others included the decrease of 3.2 billion yen resulting from the withdrawal from the vending 

machines business.

②Overseas revenue in Farm & Industrial Machinery
• Revenue from tractors increased by 12.0 billion yen（+6％）.

 Revenue in North America increased because demand for small-scale equipment remained 
strong and market condition of middle-scale equipment bottomed out.

 Revenue in Thailand increased mainly due to a rise in rice prices.
 Revenue in Europe increased because shipping of new models progressed.

• Sales of combines and rice transplanters in total decreased by 16.5 billion yen（-28％）.
 In China, sales of both combines and rice transplanters decreased because the agricultural 

machinery market shrank significantly.
• Sales of construction machinery increased by 22.5 billion yen (+20％).

 In North America, sales of major 3 models, mini-excavators, compact track loaders, and skid 
steer loaders, increased due to expanded demand for construction and improved market share.

 Revenue in Europe increased along with strong demand for housing and construction.
 Revenue in China increased significantly along with an increase in construction.

• Sales of engines also increased significantly due to front-loaded demand resulting from tightening of 
engine emission regulation.

• Overall, overseas revenue in Farm and Industrial Machinery in each region other than Asia (North 
America, Europe, and Others) increased, while revenue in Asia declined from the prior year due to a 
decrease in farm equipment sales in China. 

③Water & Environment
• Domestic revenue increased by 1.4 billion yen（+1％）.

 Revenue in pumps increased, while revenue in ductile iron pipes decreased.
 Revenue in environment-related products increased slightly.
 Revenue in industrial castings and steel pipes for civil engineering work increased.

• Overseas revenue increased by 4.6 billion yen（+23％）.
 Revenue in ductile iron pipes to the Middle East increased significantly.
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• Yen was strong against the U.S. dollar compared with the prior year. But the 
fluctuation in exchange rate of the U.S. dollar had no negative impact on 
operating profit due to timing difference between shipment from Kubota 
Corporation and the wholesales by the overseas subsidiaries.

• Foreign exchange gain/loss affected operating profit due to the adoption of 
IFRS, while that was included in other income/expense under U.S. GAAP. 

• Negative impact of material was due to a rise in prices of steel products, steel 
scrap, and resin.

• In North America, an increase in sales incentive ratio affected operating profit 
negatively because interest rate rose amid the severe competition with 
competitors. In China, incentive ratio increased because we enhanced sales 
incentive programs aimed at increasing sales.

• Negative impact of “Other” was mainly due to increases in sales expenses and 
factory fixed expenses.
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• Operating profit in Farm & Industrial Machinery increased due to some positive
effects from increased sales in the domestic and overseas markets and the 
yen depreciation mainly against the Euro, which compensated for some 
negative effects such as a rise in sales incentive ratio and material prices.

 Operating profit in tractors and const. machinery increased, while that 
of combines and rice transplanters in total and engines decreased.

 Operating profit in engines decreased because of increased 
transportation costs of around 4.0 billion yen caused by air 
transportation to meet our customers’ delivery deadline, while revenue 
in engines grew due to rapidly increased front-loaded demand.

• Operating profit in Water & Environment decreased mainly due to decreased 
domestic sales of ductile iron pipes and a rise in material prices.

• “Adjustment” deteriorated mainly due to an increase in foreign exchange loss.
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• Finance income/finance costs (net) deteriorated mainly because the gain on 
sales of securities was no longer recorded in the consolidated statement of 
profit or loss from the fiscal year ending December 31, 2018 due to the 
adoption of IFRS9.

 We continue to sell some securities during this year.
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• Profit before income taxes increased by 1.8 billion yen compared with that in 
the prior year after excluding gain on sales of securities.

• Income tax expenses decreased by 5.9 billion yen from the prior year due to 
significantly decreased effective tax rate of income tax expenses due to the 
federal corporate tax rate cut in the U.S.

• We decided to pay ¥16 per common share as the interim dividend of this fiscal 
year, which will be ¥1 increase year on year. In case that we will achieve the 
forecast of profit attributable to owners of the parent, there is a possibility to 
increase year-end dividend, too. 

• We established the program of purchasing own shares not exceeding 10.0 
billion yen in April of this year and have already purchased 3.0 billion yen of 
shares until the end of June. We will continue this program in the 2nd half.
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• Total assets increased by 8.9 billion yen (+0.3%) from the prior year and there 
was no significant change.

• Inventories increased in China, where the market conditions were severe, and 
in the U.S., where wholesales delayed in June.

• Wholesale units in the U.S. increased by 78% year on year in July, and we 
could make up for a delay in June.

• Total finance receivables increased mainly due to strong retail sales in North 
America.

 Collection status of finance receivables remained favorable.
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• Total interest-bearing debt increased in North America resulting from increased 
finance receivables, while the debt at the parent decreased due to redemption 
of bonds.

• We will make efforts to control interest-bearing debt by utilizing cash and cash 
equivalents.
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• Net cash provided by operating activities
 Cash inflow from profit for the period and depreciation and amortization 

was 102.3 billion yen in total.
 Cash outflow caused by an increase in finance receivables was 42.9 

billion yen and cash outflow caused by other items was 1.0 billion yen.
• Cash inflow/outflow caused by changes in finance receivables is included in 

operating cash flow under IFRS, while it was included in investment cash flow 
under U.S. GAAP.

• Net cash provided by operating activities decreased by 5.7 billion yen from the 
prior year due to expanded growth in the amount of inventories.

• Calculation of free cash flow also included the effect of changes in finance 
receivables.
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• Total interest-bearing debt in equipment operations excluding financial services 
was 29.9 billion yen. Net debt (amount obtained by subtracting cash and cash 
equivalents of 237.9 billion yen from total interest-bearing debt) was -208.0 
billion yen. Therefore, a debt-free status was maintained.

• Profitability of financial services improved further due to reduction in SG&A
expenses in Thailand and decline in the effective tax rate in the U.S.
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[1st half Results]
• Economic conditions continued to be favorable due to the federal corporate tax rate cut and others.
• The number of housing starts (SAAR) remained at the high level of around 1.3 million and the house price index and stock market 

seemed to be solid.

①Tractors
• Market conditions

 Market volume of compact tractors (0-40hp) increased by 8% from the prior year.
 Demand for mid-scale tractors (40-120hp) expanded by 3% from the prior year. And over 70hp tractors, which had 

stagnated last year, also recovered.
 Demand for large-scale tractors (120-160hp), in which our M7 tractors were categorized, continued to shrink.

• Our retail sales of tractor category including tractors, lawn mowers, and UVs increased by 5% from the prior year.
 Our retail sales of compact tractors increased from the prior year because demand for tractors used for cutting lawn has 

increased significantly since May because of a rise in temperatures.
 Our retail sales of mid-scale tractors increased as well due to recovered market conditions and expanding market shares.
 Our retail sales of lawn mowers, in particular the new model for prosumers and the redesigned model for professionals, 

increased steadily from the prior year in response to a rise in temperatures.
 Our retail sales of UVs decreased from the prior year due to delayed shipment of newly introduced gasoline engine-

equipped and high-speed UVs to the 2nd half of this year.
• Our wholesales of compact tractors decreased because our supply didn’t catch up with rapidly increased retail sales. However,

wholesales of tractor category in total increased by 5% from the prior year because each product other than compact tractors 
increased steadily.

 Implement business of Great Plains Manufacturing, Inc. for both small- and mid-scale tractors and large-scale tractors 
increased significantly.

②Const. machinery
• Market conditions

 Both market volume of mini-excavators and compact track loaders increased by double digits from the prior year due to 
expanded demand for constructions. 

 Market volume of skid steer loaders remained at the same level as the prior year in spite of negative effect from stagnation 
of agricultural market.

• Our retail sales increased by 25% in total from the prior year due to increased sales to both general customers, for which we have 
strength, and independent rental companies, for which we have been making efforts to increase our presence. Our market shares
increased as well.

• Wholesales of all 3 products increased. Especially, our wholesales of skid steer loaders increased significantly from the prior year, 
because normalization of the inventory level held by dealers had completed last year.

③Engines
• Sales grew significantly due to increased sales for construction and industrial machinery in response to recovery of the oil and gas 

market.

[Forecasts for 2nd half]
• Demand for compact tractors and other products used by consumers, and construction-related products, such as const. machinery 

and engines, is expected to be strong.
• With respect to tractors for agricultural use, demand for mid-scale tractors (100hp or less) is expected to continue to recover from 

stagnation and demand for large-scale tractors (over 100hp) is expected to bottom out, while the effect of trade conflict between the 
U.S. and China is unclear and we cannot take optimistic view.

• Our competitors will possibly weaken their incentive programs such as long term 0% finance, because interest rate in the U.S. has 
been rising since the end of the prior year and is expected to continue to rise more after July. In addition, our competitors may raise 
prices of their products in response to a rise in steel prices.

• We will assess the competitors’ actions and market conditions and then take flexible and smooth actions.
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[1st half Results]
• Demand for compact tractors was weak in response to inclement weather.
• Amid strong demand for construction works, demand for const. machinery in France, 

Germany, and U.K., where market volume has already reached high level, remained 
at the same level as the prior year. On the other hand, demand in South and East 
Europe and Benelux countries increased significantly. Overall, total demand in 
Europe increased.

• Demand for engines remained at the higher level compared with our forecasts.
• Our retail sales of mid-scale tractors increased mainly due to products introduced in 

the prior year. However, our retail sales of compact tractors decreased from the prior 
year due to delayed high demand season during the spring and delays in obtaining 
authentications regarding new EU tractor regulations for some new products.

 Our retail sales of large-scale tractors decreased from the prior year due to 
delays in obtaining authentications regarding new EU tractor regulations for 
redesigned model and special model of M7.

• Retail sales of const. machinery increased significantly from the prior year due to 
expanded market and expanding market shares.

• Our wholesales of const. equipment and engines grew. In addition, our wholesales of 
tractors increased as well because shipment of new models, which was delayed, has 
progressed since 2nd quarter of this year.

• Implement business for agriculture (operated by Kverneland AS) continued to 
increase from the prior year due to recovered demand.

[Forecasts for 2nd half]
• Demand for tractors is expected to be recovered moderately due to mitigation of 

negative effect from inclement weather. 
 Our retail sales is expected to be recovered due to introduction of new models, 

whose acquisition of authentications was delayed.
• Market trend will move to modest growth, while demand for const. machinery is 

expected to continue to expand.
• Strong demand for engines is expected to continue.

 We will make efforts to improve the profitability by enhancing our supply 
capacity to meet front-loaded demand in particular.

17



[1st half Results]
• Demand for tractors used in rice cropping-market recovered due to a rise in 

jasmine rice prices especially.
• With respect to tractors used for dry-field crop-market, demand for tractors for 

cassava market recovered, while demand for tractors for sugar cane-market 
decreased.

• As a result, our retail sales of tractors used for both rice cropping and dry-field 
cropping increased, and our retail sales of tractors increased by 6% from the 
prior year in total.

• Retail sales of combines decreased from the prior year because the negative 
effect from flood remained in northeastern area, which was the main market of 
combines in Thailand.

• Retail sales of const. machinery increased steadily due to shortage of labors in 
urban areas.

• Total sales in 3 neighboring countries of Cambodia, Laos and Myanmar grew 
due to significantly increased sales in Myanmar resulting from a rise in rice 
prices and increasing demand for mechanization of agriculture. However, sales 
in Cambodia stagnated due to a deterioration of dealers’ profitability resulting 
from the Baht appreciation against the U.S. dollar.

• Revenue in both Thailand and 3 neighboring countries increased.

[Forecasts for 2nd half]
• Tractor market is expected to be strong because jasmine rice prices remain 

high level and weather during the rainy seasons is favorable so far.
 Revenue is expected to grow compared with the prior year, when our 

sales stagnated due to heavy rain and floods.
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[1st half Results]
• Budgeted government subsidies for purchasers of farm equipment remained 

unchanged from the prior year (18.6 billion RMB). However, announcement of 
the subsidy in each province was delayed after the end of April because 
announcement of the subsidies by government was delayed significantly. 

• In addition, market shrunk rapidly due to some factors, such as lower rice 
prices, drop in prices of used products, and severer competition among 
contractors.

• Demand for const. equipment and engines continued to expand due to 
increased construction project.

• Retail sales of combines, rice transplanters, and tractors decreased 
significantly. 

• In category of farm machinery, only wheel drive combines, of which we have 
started full-scale distribution since last year, increased.

• Sales of const. machinery continued to increase from the prior year.
• Sales of engines increased significantly as well due to high demand for 

construction and industrial machinery.

[Forecasts for 2nd half]
• Severe market condition of farm equipment is expected to continue. However, 

sales in 2nd half of this year are expected to remain at the same level as that in 
the prior year because we will make effort to keep sales of combines mainly, 
for which 2nd half is the high demand season.

• Sales of const. machinery and engines are expected to continue to be strong.
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[1st half Results]
• Demand for farm equipment in value remained at the same level as the prior 

year mainly due to increasing demand for higher hp equipment.
• Retail sales of tractors in value increased due to introduction of new products 

designed for large-scale farmers.
• Total retail sales of combines and rice transplanters in value increased from 

the prior year due to strong sales of products manufactured before tightening 
of engine emission regulations and products with function to keep moving 
straight. 

• Our market share of all 3 products (tractor, combine, and rice transplanter) 
increased as well.

• Sales of const. machinery increased due to rental companies’ accelerated 
motivation for purchase and adverse reaction from prioritized purchase of 
larger equipment (75hp and over) by rental companies in the prior year.

• Sales of engines were strong due to recovery of domestic market of 
construction and industrial machinery and expanded production by OEMs.

[Forecasts for 2nd half]
• Total sales of farm equipment in the 2nd half of this year are expected to 

remain at the same level as the prior year due to an further increase in market 
shares and increased sales of tractors, while adverse reaction from rush 
demand mainly for combines resulting from tightening of engine emission 
regulations in the prior year is expected.

• Demand for equipment by rental companies is expected to be solid 
continuously.

• Sales of engines are expected to continue to be solid.
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• Forecast for total revenue remained unchanged from the original forecast. 
However, domestic revenue upwardly revised by11.0 billion yen and overseas 
revenue downwardly revised by 11.0 billion yen from the original forecast.

• Profit before income taxes is expected to decrease by 4.0 billion yen from the 
prior year, because profit before income taxes in the prior year included gain 
on sales of securities.

 Profit before income taxes is expected to increase by 4.4 billion yen 
from the prior year after excluding the effect of gain on sales of 
securities in the prior year.

• Operating profit was downwardly revised by 9.0 billion yen and profit 
attributable to owners of the parent was downwardly revised by 6.0 billion yen 
compared with the original forecast.

 The revision was due to much higher material prices compared with our 
forecast.
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• Forecast for domestic revenue in Farm and Industrial Machinery was upwardly 
revised by 11.0 billion yen because of strong sales of const. machinery, service 
parts, and other products compared with our original forecast.

• Forecast for overseas revenue in Farm and Industrial Machinery was 
downwardly revised by 20.0 billion yen due to significant stagnation of farm 
equipment market in China compared with our original forecast.
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• The negative effects of a rise in material prices and an increase in sales 
incentive costs are expected to be burden on operating profit in Farm and 
Industrial Machinery in 2nd half of this year, while the negative effect of air 
transportation costs of engines is not expected.

• Operating profit in Water & Environment in 2nd half of this year is expected to 
increase due to the positive effect of increased sales and an increase in sales 
prices of some products.
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