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Presentation 

 

 

 

Hanada: Good morning, everyone. Thank you for taking time out of your busy schedule to join us today. I am 
Hanada, President and Representative Director and CEO of Kubota. 

I am now pleased to announce KubotaΩǎ new mid-term business plan 2030. 

Today's explanation consists of three major parts. First of all, I would like to explain the outline of the new 
mid-term business plan 2030. Next, I will review the previous mid-term business plan 2025. Thirdly, it will be 
the key theme of this presentation, I will talk about a specific roadmap to realize the mid-term plan 2030 
Focus & Breakthrough, which I will explain step by step. 
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The two major concepts of the new mid-term business plan 2030, which begins this year, are as follows. First, 
as described on page four, we have redefined the direction in which we as a company aim to take our business. 

For the first time, we have created slogans for the machinery business and the water & environment business, 
each of which has its own unique business characteristics. The slogan of the machinery business is big work 
with smaller machines. The slogan of the water environment business is, to contribute to the building of 
resilient social infrastructure through solutions centered on products and technology. 

Each business will follow these slogans and develop its business, and as a result, we will achieve the 
companywide long-term vision set forth in the GMB, which is to become an Essential Innovator for Supporting 
Life.  
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Second, as summarized on this page, we will significantly enhance our corporate value by focusing on three 
areas: selection and concentration of management resources, strategic financial management with a focus on 
the balance sheet, and a robust global foundation to support future growth. Through these three focuses, we 
will fundamentally change the way we do business. This is the core concept of the mid-term business plan 
2030. 

Based on this overall concept, we have named our approach to change Focus & Breakthrough, and this is the 
core message we will emphasize throughout the mid-term business plan. 
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Now, I would like to briefly review the current mid-term business plan 2025 in terms of the gap between the 
plan and the desired vision. As summarized on page seven, we have taken a volume-driven growth model. 
While we should recognize the significant growth in our business as a result of these efforts, we believe it is a 
point of reflection that a gap has emerged between our ideal of sustainable corporate value creation and our 
actual performance.  

 

As a result, as shown on page eight, our operating margin deteriorated, which had a significant impact, and 
we were unable to generate sufficient free cash flow, and our stock price remained weak. 
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Based on these reflections, we have summarized the roadmap of the medium-term business plan 2030 on 
page 10. Through the Focus & Breakthrough mentioned earlier, we have started to work toward our goals of 
achieving an operating margin of 12%, free cash flow generation of JPY900 billion over five years, ROE of 12%, 
and ROIC of 7% or more by 2030. 

To achieve this, we will take the three measures described above: selection and concentration of management 
resources, strategic financial management with an awareness of the balance sheet, and a strong global 
foundation to support future growth. I would now like to explain these three measures and focuses on detail. 
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First are the selection and concentration of management resources. An overview is provided on page 12. We 
will clearly classify our business portfolio into growth driver, rebuilding the core, and structural reform, and 
dynamically reallocate the resources we create from the latter to growth areas. 

As you can see, we are aiming for high business CAGR in three areas that we consider having high market 
growth rates: construction machinery business, business & projects in India, and lifecycle support business. 
To support this growth, Kubota will seek to renew its profit structure and achieve sustainable growth by 
rebuilding the value of its core, North American tractor and the water & environment business. In addition, 
we will support the strengthening of the entire company's structure by embarking on major structural reforms 
for the European agricultural machinery business and the domestic agricultural machinery business. 
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I would like to look at them briefly one at a time. First is the construction machinery business. The North 
American market, which is expected to grow steadily, will continue to be the center of our business, but we 
also expect growth in Europe and Asia. 

Against this backdrop, we believe we can further expand our product lineup to capture market share from 
competitors, and lead smart construction machinery in the compact segment, thereby stimulating new 
demand. 
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The second is projects from India. Since acquiring Escorts three years ago, we have addressed a variety of 
ƛǎǎǳŜǎ ƛƴ taLΦ 9ȄǇŀƴŘƛƴƎ ƻǳǊ ōǳǎƛƴŜǎǎ ƛƴ LƴŘƛŀΣ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŀƴŘ ƎǊƻǿƛƴƎ ǘǊŀŎǘƻǊ ƳŀǊƪŜǘΣ ƛǎ ƛǘǎŜƭŦ ƻǳǊ 
growth strategy, and we will further inǾŜǎǘ YǳōƻǘŀΩǎ ǊŜǎƻǳǊŎŜǎ ƛƴ ŘŜǾŜƭƻǇƳŜƴǘΣ ǇǊƻŎǳǊŜƳŜƴǘΣ ƳŀƴǳŦŀŎǘǳǊƛƴƎΣ 
and sales to elevate our business in the country.  

At the same time, as reflected in the name business & projects from India, we position Escorts Kubota as a 
manufacturing and procurement base for basic products for overseas markets. By leveraging existing products 
and development resources as much as possible, we have made a major shift to enable early overseas 
expansion. 
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The third point is a parts business. We have positioned this as lifecycle support business. It is a stock business 
that allows us to maintain continuous contact with customers, support our products throughout their lifecycle, 
and generate stable profits. By strengthening this area, we will not only contribute to the expansion of the 
maintenance business in Japan, as described below, but also increase sales overseas, where there is still 
significant room for growth, thereby strengthening the management base of dealers and Kubota. 

So far, I have talked about growth driver businesses. 
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Next is rebuilding the core portfolio. The first will be the North American tractor business. Needless to say, 
compact tractors in North America have been an important business that has supported the backbone of 
Kubota. In response to the full-scale entry of Asian competitors into this market, we have at times pushed too 
hard to maintain our market share. 

We will review the way we operate this business. And we will no longer pursue market share at any cost. The 
compact tractor, mower and utility vehicle business in North America has been effective in strengthening our 
dealer network, but we recognize that there have been profitability challenges. 

In order to fundamentally reform this business, we will take courage to implement the measures described.  
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The second is the water & environment business.  

Ahead of the companywide organizational restructuring, we will convert this business into an internal 
company from January 2025 and strengthen the three fundamental businesses as described. In addition, by 
taking a different approach from the machinery business in the four areas of water circulation solutions, 
resource circulation business, water and environment overseas, and carbon neutrality, we will accelerate 
growth with greater speed. We believe our role will further expand in contributing to the goverƴƳŜƴǘΩǎ 
National Land Resilience Plan.  
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The last one is structural reform portfolio. The first one is the European agricultural machinery business. In 
the large-scale agricultural machinery business, which we have focused on over the past 10 years, we will 
abandon the policy of pursuing maximum volume and control the business at an appropriate scale. 

On the other hand, we will improve our overall portfolio by allocating resources to the specialty crop market, 
particularly fruit and nut growers where we are highly competitive, and to the compact tractor market where 
we can fully leverage EL tractors. 
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The second is the domestic agricultural machinery business.  

Lƴ ƻǊŘŜǊ ǘƻ ŎƻƴǘƛƴǳŜ ǎǳǇǇƻǊǘƛƴƎ ǘƘŜ ǇŜƻǇƭŜ ǿƘƻ ǎǳǇǇƻǊǘ WŀǇŀƴΩǎ ǊŀǇƛŘƭȅ ŎƘŀƴƎƛƴƎ ŀƎǊƛŎǳƭǘǳǊŜΣ ǿŜ ǿƛƭƭ 
transform our business structure with a view toward 2040. We will promote smart agriculture to support large 
scale and labor-saving operations, stabilize our business base by expanding the maintenance business, and 
build a sales structure that is optimal when core farmers play a central role in the industry.  

So far, we have explained the seven key business initiatives we will focus on under the three categories of 
selection and concentration of management resources.  
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See page 20. All seven businesses we have discussed so far can be described as the deepening and refinement 
of our existing businesses. In addition to these efforts, we will also focus on the search for new businesses, 
strengthening and creating new businesses through these two efforts. In other words, it is ambidextrous 
management. 

 

At the center of business creation through exploration is the smart solution business described here. Although 
it is outside our management targets, we are preparing to build it into a JPY100 billion business. The smart 
solution business that Kubota aims to develop, particularly in the water & environment business, is a total 
solution centered on product technology, as described on page four. As also shown on page 21, it represents 
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a deepening of existing businesses, since product plus smart technology is at its core. We are convinced that 
ǘƘƛǎ ƛǎ ǿƘŜǊŜ ǘƘŜ ǾŀƭǳŜ ƻŦ ǊŜŀƭƛȊƛƴƎ YǳōƻǘŀΩǎ ǳƴƛǉǳŜ ǎƳŀǊǘ ōǳǎƛƴŜǎǎ ƭƛŜǎΦ  

 

Looking ahead, we believe the world will move one step further toward automating operations themselves at 
agricultural and construction sites. This is the vision Kubota presented at CES in January this year. We are 
steadily preparing to realize that world. By delivering big work with smaller machines in the world of solutions, 
something only Kubota can achieve, we will continue to provide new value to society. 
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Now we will move on to our second focus, strategic financial management with an eye on the balance sheet. 

Here is a summary of the framework of the financial strategy approach in the new mid-term plan. First, we 
will make a major shift from our traditional P&L oriented financial targets centered on sales and operating 
profit margin to balance sheet focused management.  

As stated, we will set ROIC targets with WACC in mind and ROE targets that take into account the cost of 
ǎƘŀǊŜƘƻƭŘŜǊǎΩ ŜǉǳƛǘȅΦ ¢ƻ ŀŎƘƛŜǾŜ ǘƘŜǎŜ ǘŀǊƎŜǘǎΣ ǿŜ ǿƛƭƭ ŎƭŜŀǊƭȅ ƛŘŜƴǘƛŦȅ ǿƘŀǘ Ƴǳǎǘ ŎƘŀƴƎŜ ŀƴŘ ŜƴǎǳǊŜ ǘƘŜ 
steady execution and follow up of the necessary measures. 

At the same time, we will not set excessively ambitious ROIC and ROE targets. We have properly factored in 
the conditions of the industry in which Kubota operates, particularly the fact that we conduct our own retail 
finance, which is an industry characteristic that requires significant use of assets. 

In addition, we have set targets at a level that is challenging yet supports the maintenance and improvement 
of our business, taking into account various factors such as our own capabilities and position, and how we will 
maintain and leverage our dealer network, which is our greatest business asset. 

To achieve these targets, we must first change the way we operate in North America, which accounts for more 
than 40% of our business. This is the first major area that must change. 

There are two points. One key issue is how to address retail finance operations, which is our biggest challenge. 
The main cause of the deterioration in ROIC can be seen as a negative consequence of expanding our business 
through the aggressive use of retail finance receivables. In response, we began a major policy shift in the 
middle of 2025. Based on the results so far, we now see a path toward 2030 in North America that is 
achievable with almost no increase in retail finance assets. We have incorporated this into our mid-term 
business plan. 

The second is the reduction of working capital. We have positioned a bold review of our SCM and logistics 
strategy as a key priority for the next five years, and through this initiative, we aim to reduce working capital. 
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Next is the control of capital investment at the companywide level. Over the past several years, we have made 
significant investments to sustain our business, including major BCP related investments and large IT 
investments. Going forward, by reviewing the nature of BCP investments and other measures, we will firmly 
execute business maintenance investments while keeping them within the scope of depreciation and 
amortization. 

On the other hand, with regard to growth investment, we have made substantial progress across the company. 
Going forward, we will prioritize allocations from operating cash flow and actively allocate resources, 
particularly to growth driver businesses.  

 

To achieve our mid-term business plan target of JPY900 billion in cumulative free cash flow over five years, 
the key is to expand our cash flow generation capacity. Strategic cash allocation means how effectively we 
deploy that cash flow. This page is a summary of that concept. 

We will maximize operating cash flow and allocate that cash appropriately to business maintenance and 
growth investments. Free cash flow will be strategically allocated to maintain financial soundness and provide 
shareholder returns. As a result, we are setting a target of 12% ROE for 2030, at a level that exceeds our cost 
ƻŦ ǎƘŀǊŜƘƻƭŘŜǊǎΩ ŜǉǳƛǘȅΦ 
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Now, we will explain the specific measures in detail. First, I will explain maximizing operating cash flow on this 
page. Operating cash flow will be maximized through three measures. The first point is to improve profitability. 
As detailed earlier, we will allocate resources to growth driver businesses, and execute the structure reform 
of business profitability, aiming to achieve an operating margin of 12% by 2030.  

The second is to compress working capital. Through area SCM functions and logistics improvements, we will 
optimize global inventories, and we will reduce product inventory months by 30% by 2030, particularly in 
North America. This is a rather bold plan, but we aim to achieve it by making maximum use of the IT 
infrastructure and other resources in which we have already invested.  

The third is to control retail finance receivables. We will review our retail finance program, particularly in 
North America, and move away from the extreme incentive dependent sales model that has continued for 
many years. Together with the reduction of working capital, we will improve the total asset turnover ratio to 
0.64 times.  
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See page 27. This is about optimization of investment based on operating cash flow.  

While leveraging the business foundation built through growth investments to date, we will shift in our 
investment approach from quantity to quality. For capital investment, our basic policy is to keep business 
maintenance investments within the scope of depreciation and amortization. We will execute investments in 
a planned manner, with an approximate allocation of 70% for business maintenance and 30% for growth 
investment. At the same time, we will place greater emphasis on profitability by raising the investment hurdle 
rate. 

Although R&D expenses are inherently part of operating cash flow, this explanation is provided from the 
perspective of investment allocation. We will allocate budgets flexibly based on profitability and carefully 
select development themes. On the other hand, we will secure a sufficient budget for up front development 
investment and position it as growth investment. Overall, we plan to maintain the level of investment we have 
built up over the past five years. In addition, with regard to M&A, we will focus on areas with high business 
potential and profitability, and pursue them in a flexible manner, utilizing borrowings as necessary.  
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Move on to page 28. While continuing strategic growth investment, we must firmly maintain financial 
discipline. Capital investment, R&D expenses, and SG&A will all be aligned with our business portfolio strategy, 
ensuring balanced allocation based on contribution to earnings and discipline through strengthened 
monitoring.  

In particular, for SG&A, we will thoroughly implement a policy of limiting the annual cost increase rate to 3% 
or less through organizational streamlining. At the same time, by strengthening the companywide CxO system, 
we will clarify responsibility and authority and achieve highly effective cost management.  
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What we have explained so far is summarized on this page in a timeline format.  

As a result of declining profitability and deteriorating asset turnover, ROE declined to 7.3% in 2025. In contrast, 
we aim to achieve ROE of 12% in 2030 by improving not only the operating margin but also the asset turnover 
ratio through the strategic balance sheet-conscious management that we have described, such as business 
portfolio reform, thorough working capital management, and control of retail finance receivables. 

Beyond 2030, we will continue to enhance profitability and cash flow generation, with a view to further 
improving ROE.  

Finally, although it is not shown on this page, we have positioned ROIC as an important internal management 
indicator for more than three years. As stated at the beginning, in the mid-term business plan 2030 we will 
set a target of ROIC of 7% or more. Going forward, working capital and retail finance receivables, which have 
not been sufficiently followed up in the past, will be managed as important KPIs across major regions and 
businesses. 
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Next, I will explain the third measure supporting the new mid-term business plan, which is a robust global 
foundation to support future growth.  

!ǎ ŘŜǎŎǊƛōŜŘ ƻƴ ǇŀƎŜ омΣ ǿŜ ŀƛƳ ǘƻ ŜǎǘŀōƭƛǎƘ YǳōƻǘŀΩǎ ǳƴƛǉǳŜ Ǝƭƻōŀƭ ƳŀƴŀƎŜƳŜƴǘ ōȅ ǎǘǊŜƴƎǘƘŜƴƛƴƎ ǘƘǊŜŜ 
areas: organization and governance, human resources and corporate culture, and the global supply chain.  
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The new management structure, which we have explained on various occasions, was launched in January of 
this year as described on this page. Under this structure, we will achieve business growth with greater speed, 
based on the respective characteristics and slogans of the machinery Business and the water & environment 
business.  

At the same time, we will strengthen governance through the companywide CxO system. Under this new 
framework, we will further develop global human resources with a mindset that is different from our 
traditional approach. 

We have begun to implement mobility programs in full scale, including assigning overseas local executives. In 
addition, by promoting new initiatives, such as appointing more outstanding non-Japanese executives to key 
ƭŜŀŘŜǊǎƘƛǇ Ǉƻǎƛǘƛƻƴǎ ǿƛǘƘƛƴ YǳōƻǘŀΣ ǿŜ ǿƛƭƭ ŀŘǾŀƴŎŜ YǳōƻǘŀΩǎ ǳƴƛǉǳŜ Ǝƭƻōŀƭ ƳŀƴŀƎŜƳŜƴǘΦ  
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In terms of human capital strategy, we will actively promote the full-scale use of AI.  

As part of the organizational reform, we have integrated indirect departments and the machinery business 
headquarters. As we move toward a leaner headquarters structure, we will focus on developing innovative 
talent and personnel who can operate close to the business. We will strengthen investment in people who 
can drive productivity through AI and DX. 
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¢ƻ ŜƴǎǳǊŜ YǳōƻǘŀΩǎ ǎǳǎǘŀƛƴŀōƭŜ ƎǊƻǿǘƘΣ ǿŜ Ƴǳǎǘ ǇǳǊǎǳŜ ƴŜǿ ōǳǎƛƴŜǎǎ ŎǊŜŀǘƛƻƴ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ŘŜŜǇŜƴƛƴƎ ƻǳǊ 
ŜȄƛǎǘƛƴƎ ōǳǎƛƴŜǎǎŜǎΦ ²ƘƛƭŜ ƳŀƛƴǘŀƛƴƛƴƎ ŀƴŘ ǎǘǊŜƴƎǘƘŜƴƛƴƎ YǳōƻǘŀΩǎ 5b! ŀƴŘ ŎƻǊŜ ǎǘǊŜƴƎǘƘǎΣ ǿŜ ǿƛƭƭ ƭŀȅ ǘƘŜ 
foundation for ambidextrous management by establishing new initiatives such as the Entrepreneur School. 

 

Page 35 summarizes Kubota's unique ESG management. Over the past five years, we have expanded our 
activities quite broadly. Going forward, we will narrow our focus to the areas described here and continue 
ŜŦŦŜŎǘƛǾŜ 9{D ƳŀƴŀƎŜƳŜƴǘ ǘƘŀǘ ƛǎ ǳƴƛǉǳŜƭȅ YǳōƻǘŀΩǎΦ Our basic principle is that Kubota's business activities 
will contribute to solving social issues and are the practice of ESG management. 
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Kubota is a manufacturing company, and strengthening our supply chain is the cornerstone of a strong global 
foundation. The global political and economic environment is changing dramatically day by day, and it appears 
that the world is becoming one where conventional assumption no longer applies.  

We must respond quickly to global challenges such as the shift toward a block economy and trade barriers 
caused by tariffs. To do so, we will strengthen regional supply chain management and build a flexible supply 
chain, and through optimal local procurement and optimal production, we will secure competitiveness and 
maintain a stable business foundation, as described in this page. 

It was a little long, but this concludes my explanation of the mid-term business plan 2030 that we are about 
to implement. 

Based on an organization that embraces challenge, Kubota will be reborn through Focus & Breakthrough. 

Thank you for your attention. 

  


