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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 Kubota’s 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 
issues in PMI. Expanding our business in India, the world’s largest and growing tractor market, is itself our 
growth strategy, and we will further invest Kubota’s resources in development, procurement, manufacturing, 
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 government’s 
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.  

In order to continue supporting the people who support Japan’s rapidly changing agriculture, we will 
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 
this is where the value of realizing Kubota’s unique smart business lies.  

 

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 
shareholders’ equity. To achieve these targets, we will clearly identify what must change and ensure the 
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 
of shareholders’ equity. 
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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.  

As described on page 31, we aim to establish Kubota’s unique global management by strengthening three 
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 
leadership positions within Kubota, we will advance Kubota’s unique global management.  
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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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To ensure Kubota’s sustainable growth, we must pursue new business creation in addition to deepening our 
existing businesses. While maintaining and strengthening Kubota’s DNA and core strengths, we will lay the 
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 
effective ESG management that is uniquely Kubota’s. 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. 
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Question & Answer 

 

Matsui [M]: We will now move on to the Question and Answer session. 

Tsubasa Sasaki [Q]: My name is Sasaki from UBS Securities. Thank you very much for your explanation today. 
I have two questions. 

My first question. As you described on the last slide, I think the key point is that Kubota is changing in this 
mid-term business plan. President Hanada's explanation about reviewing the business portfolio, focusing on 
the balance sheet, and free cash flow management was very clear. 

With that in mind, I would like to ask you, Mr. Hanada, how important it is, from a corporate management 
perspective, to execute the policies you have set and realize them as strategy. Looking back, there have been 
times when you were not able to fully follow through on your stated policies, and historically this has led to a 
deterioration in profitability.  

Under your new management structure, how do you intend to ensure the execution of the policies you have 
just outlined and guarantee their effectiveness? Could you please share your thinking on this point. Thank 
you. 

Hanada [A]: As you pointed out, how we change our way of management is the core of this new mid-term 
business plan. 

As I mentioned earlier in the presentation, we carefully analyzed the reasons why our financial position has 
weakened. As a result, we concluded that the first area we must address is our North American business, 
which accounts for more than 40% of our total business. In that sense, how far we can transform the way we 
operate in North America will be the key.  

As I explained, we have expanded our business in North America by making significant use of retail finance 
assets. In a way, this has been common practice across the industry. However, we are the market leader in 
North America. In that sense, we are serious about changing the way this business is managed. In this context, 
we have fundamentally reviewed the structure of the North American business and the way we use incentives 
since last year, and based on the results, we formulated this mid-term business plan.  

Another important issue is how we control costs. Regarding how we manage capital investment and fixed 
costs, we recognize that we have not done this sufficiently in the past. This is a companywide issue, and we 
will introduce clear hurdle rates and ensure disciplined investment decisions. As I mentioned earlier, we will 
also share a common understanding across the Company about where we generate cash and how we allocate 
it. Based on that, carefully execute each capital investment. 

I also think it is very difficult to enforce this concept thoroughly. Over the next year, I intend to engage and 
discuss directly with each site and each business division to explain the background of this mid-term business 
plan and clarify what each team is expected to do. Through town hall meetings and active discussions, we will 
work to ensure it thoroughly. 

Ultimately, the most important point is how far we can create a shared understanding internally and execute 
this plan together. That is where I will focus my efforts first. 
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Tsubasa Sasaki [Q]: Thank you very much. As a follow up, as President Hanada just mentioned, may I confirm 
that the key issue is how to ensure that the policies set out in the Mid-Term Plan are fully embedded within 
the organization? 

In particular, when you shift toward profitability focused management measures, it is important that the 
mindset and behavior of business divisions and frontline teams also change. Should we understand that 
driving this change will be one of the key challenges going forward? I would appreciate it if you can comment 
on this point as well. 

Hanada [A]: You are exactly right. Just last week, we invited 50 to 60 local executives from our overseas 
machinery businesses to Japan. Over the course of a week, we discussed the mid-term business plan and the 
organizational reform together. 

During that time, I shared my policies, and each Chief Officer and business division leader also explained their 
thinking, and we held discussions to deepen understanding. We have just gone through that process last week. 
I believe it is essential to continue these efforts. Changing a mindset that has been in place for several decades 
is not easy, but we must address it firmly. 

This change also needs to be linked to individual evaluation. We will encourage changes in mindset and 
behavior through the design of our compensation system. 

At the same time, we operate in a competitive environment. We must carefully consider how we compete 
while shifting our mindset and management approach. Striking that balance will not be easy, but we are 
committed to moving forward.  

Tsubasa Sasaki [Q]: Thank you very much. Secondly, on slide 25, what are your thoughts on capital policy? 

First of all, I think it is wonderful that President Hanada has set a policy of emphasizing the balance sheet and 
free cash flow, and of significantly strengthening our free cash flow generation. 

That said, I would like to ask a follow up question. With regard to free cash flow, some companies recently 
have presented clear capital allocation policies with specific numerical targets, such as committing to a certain 
level of share buybacks or specifying how much of free cash flow will be returned to shareholders. In this case, 
however, rather than presenting explicit numerical targets, you have outlined the approach as shown on 
pages 25 to 27. Is there a particular reason for this? 

The intent of my question is whether it might have been possible to provide numerical targets, and if you 
deliberately chose not to do so, I would appreciate it if you could explain the background and reasoning behind 
that decision. That's all from me. Thank you for taking my questions. 

Hanada [A]: It may be viewed as if we deliberately chose not to present specific figures. However, for us, the 
most important point is to generate JPY900 billion in free cash flow over five years. This is precisely what we 
have not been able to achieve in the past, so our first priority is to ensure that we can firmly deliver on this 
target. 

Once we reach a stage where we have a high degree of confidence in achieving this level of free cash flow, 
we may consider presenting more specific capital allocation figures. At this point, however, we believe it 
would not be appropriate to commit to concrete numerical targets.  

With regard to dividends, as stated, we will maintain progressive dividends. In addition, since we have set a 
target of achieving 12% ROE, we recognize that proactive share buybacks will also be necessary.  
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That said, our immediate focus is on firmly establishing visibility toward the JPY900 billion free cash flow target. 
Against this background, we have chosen not to present specific numerical capital allocation targets at this 
stage. 

Maekawa [Q]: My name is Maekawa from Nomura Securities. Thank you for your help. And thank you for 
your explanation today. Two questions from me as well, please. 

As for the first point, I would like to start by asking about the balance with competition that President Hanada 
mentioned earlier. In the current medium-term plan, the word GMB that has been raised in the past has 
completely disappeared, and I wonder if there is a major change in awareness. 

At the same time, one of the challenges under the previous mid-term business plan was that you had to 
compete in the market alongside strong competitors. In that context, I understand that you have deliberately 
chosen not to emphasize market share in this plan. I would appreciate it if you could elaborate on how you 
intend to approach competition going forward, and how you plan to balance competitive actions with the 
execution of the measures outlined in this plan. Thank you. 

Hanada [A]: As I mentioned earlier, we have divided our business into three categories. First, with regard to 
the growth driver businesses, we position them as businesses where we will firmly capture market share. 

As I mentioned earlier, the North American tractor business is positioned as a rebuilding the core business. 
Although it is our largest business, for at least the next five years we will not pursue market share at any cost. 

That does not mean we will not increase our market share, but rather that we will avoid excessive cost 
spending and focus on strengthening the business in a disciplined manner.  

As I noted earlier, it is very important to monitor the outcome of the incentive review we began last year. We 
have been implementing these changes for a little over six months. When we first introduced the program 
revisions ahead of others, there were concerns about how our market share might be affected. However, the 
impact has been relatively limited so far.  

Going forward, we intend to shift our approach in the mid-term. We will leverage Escorts Kubota more 
effectively, strengthen our product competitiveness, and compete with cost competitive products. 

Of course, we cannot cover with one product line alone. Therefore, we believe we can compete against 
competitors by taking a pincer approach, having both India made products and Kubota made products. Rather 
than spending heavily to gain market share, we believe we can compete by changing the way we approach 
the market and by taking a pincer strategy.  

Maekawa [Q]: Thank you very much. To follow up, I would like to ask about the finance program. I think this 
is an important feature for dealers when promoting retail. I understand that your point may be that it is not 
necessarily required to use your own balance sheet. For example, in recent years, there have been cases in 
the construction machinery sector and in North America where trading companies have participated through 
external partnerships. Could you please elaborate on whether you would consider such external collaboration 
in the development of your finance programs as well. 

Hanada [A]: If you look globally, some companies are doing retail promotion and retail finance, working with 
outside financial institutions. For example, in Europe and some parts of Asia, we are doing that as well. It 
depends on the circumstances of each country whether such an approach would function effectively. 
However, using external financial institutions could increase costs and potentially weaken our 
competitiveness. It may also reduce flexibility in responding to market conditions. At the same time, we 
believe that our own funding costs are very competitive. 
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Therefore, I think the area that needs to be reviewed in the current approach is how to manage the retail 
finance receivables themselves without inflating them too much. 

Maekawa [Q]: Understood. Thank you. Second, I would like to ask again about profit improvement. 

You have shown it is a measure with great effectiveness. On the other hand, although you have not disclosed 
specific figures, when you look at the North American business, I assume that profitability differs between 
construction machinery and compact or mid-size equipment, and that margins may also vary significantly by 
region. Are there opportunities to improve profitability by shifting focus toward particular regions or product 
categories? If there is such a possibility, I would appreciate it if you could mention it as well. Thank you. 

Hanada [A]: I think this is exactly what I was explaining at the beginning of this presentation, the selection 
and concentration of management resources as in the first measure. In the construction machinery business, 
profitability is good. So, we will invest resources in this business because it is expected to grow. 

This does not mean that the North American tractor business is bad, but rather that it has become worse than 
before. Since it is our largest business, we recognize that unless we strengthen this area, we will not be able 
to improve overall profitability. For that reason, we plan to allocate additional resources to this business.  

In recent years, particularly for mid-size and large tractors, we have devoted considerable resources to our 
European operations. Going forward, we intend to redirect more of those resources to North America. By 
strengthening our core mid-size tractor segment in North America and increasing volume there, we believe 
we can reinforce the business and improve overall profitability.  

Maekawa [Q]: Thank you very much. You mentioned that resource allocation is shifting. Does this involve any 
selection and disposition within the business portfolio? Are you at a stage where you are shifting your focus 
through resource reallocation? I would appreciate it if you could comment on that area. Thank you. 

Hanada [A]: First, we intend to respond through resource reallocation and concentrate on whether each 
business can achieve the level of profitability we consider sufficient. From this year, we have established a 
Portfolio Strategy Committee within the company. Through this committee, we will regularly review each 
business and determine what actions should be taken.  

At this stage, our main approach is to shift resources and then carefully assess whether the rebuilding the 
core and structural reform businesses can achieve the form we envision. That is our current stance. 

Fukuhara [Q]: My name is Fukuhara from Jefferies. Thank you for your help. I have two questions as well. 

Regarding the first question, I am looking at page 12 of the slide. It is about the construction machinery 
business and business & projects from India. Considering the growth in sales, which is expected to be two to 
three times the growth of the market, I think you are describing an increase in market share. If possible, could 
you explain the assumptions behind the growth rates you have calculated?  

In the same context, I would like to ask about the tractor business on the right side as well. In the case of 
tractors, there is also the issue of customers placing strong emphasis on price. if you are not pursuing market 
share, how do you intend to achieve revenue growth that exceeds market growth rate? That is my first 
question. Thank you. 

Hanada [A]: With regard to the growth driver businesses, as described in each section, we intend to steadily 
expand our market share. Our center focus of the construction machinery business is on North America, and 
as I have explained before, we are a follower, especially in Compact Track Loader. There is still room to 
increase market share. We do not yet have a complete product lineup, and we believe that our products 
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themselves are far superior to those of our competitors. In that sense, one of the first things to do is to expand 
the lineup. 

As I mentioned earlier, in addition to expanding share in the growth driver businesses, we are also working to 
lead the development of smart construction machinery in areas where large construction equipment 
manufacturers have traditionally operated. By doing so, we aim to achieve business CAGR that exceeds market 
CAGR. 

In the India business as well, our current market share is just over 10%, which means there is significant room 
for growth. By allocating substantial resources as the Kubota Group, we believe we can expand our share 
further, and therefore we are targeting a relatively high business CAGR in this area. 

In North America, when we say we will not pursue share aggressively, we are referring mainly to compact 
tractors. With regard to this segment, we say that we will not deliberately pursue market share. However, in 
the higher classes, considering the resource reallocation, I mentioned earlier and further strengthening our 
focus, we believe we can achieve business CAGR that exceeds market CAGR. 

Fukuhara [Q]: I see. Understood. Thank you very much. My second question is on slide 25. It is about the ROIC 
concept described here. Based on my calculations, ROIC is probably around 3% to 4% right now. Looking at 
the slide, you are aiming for 7% or more in 2030. I think that if the tax rate is flat, you would have to double 
your profits and also reduce your invested capital by half. 

The idea is that the top line, which depends on the external environment, is difficult to control. However, 
since the invested capital can be managed within your company, you can also consider such things as 
improvement of assets or return of assets. In that case, I would imagine that the top priority for ROIC-driven 
concept would be how to reduce equity capital and invested capital, for example. This is not so much a 
question, rather confirmation, but what do you think? 

Hitoshi Sasaki [A]: I, Sasaki, am in charge of finance. In order to improve ROIC, we are aiming for an operating 
margin of 12%, which is the profitability ratio. 

With regard to invested capital, as I mentioned earlier, we intend to achieve business growth without 
increasing retail finance. As sales expand, working capital may increase to some extent. However, we will 
control the growth of retail finance receivables, which account for the largest portion of invested capital.  

In addition, regarding inventories and accounts receivable, particularly in North America, which is our largest 
market, we have appointed a local executive officer responsible for supply chain management. While we have 
been working on improvements from headquarters, we now aim to accelerate inventory reduction in the 
region. As for capital expenditures, although we had set hurdle rates in the past, we acknowledge that we 
were not always able to control them sufficiently. Going forward, for growth investments in particular, we will 
ensure that they exceed our ROIC targets and replace facilities with more competitive ones. In this way, we 
aim to improve profitability without significantly increasing invested capital. 

Fukuhara [Q]: Is there any idea of using share buybacks to lower capital? 

Hitoshi Sasaki [A]: At this stage, we believe we can achieve 12% ROE at the current level of D/E ratio. So, our 
strategy is to rely first on our own efforts to limit the buildup of capital and achieve our ROE target. 

Adachi [Q]: Thank you for your help always. I am Adachi of Goldman Sachs. Thank you for taking my questions. 
Now, let me ask two questions. 
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This is very much related to the question just asked, but I would like to ask you about the achievement of 12% 
ROE and image of capital allocation. 

Basically, if you assume an operating margin of 12% in targeting 12% ROE, net profit margin would be roughly 
around 10%. I think an asset turnover ratio of 0.64 means that leverage can go below, say, 2. In aiming for a 
total asset turnover ratio of 0.64, is your assumption that by continuing the current measures, finance 
receivables will not increase naturally and you will be able to achieve these targets?  

Or is the assumption that they must be consciously reduced? If the latter, could you share your financial view 
on how much free cash flow per year would need to be allocated to debt repayment? 

Finally, just to confirm, is it correct to understand that the 12% ROE target can be achieved without adjusting 
equity levels, and if you were to implement share buybacks, even higher ROE could be pursued? Although this 
would be a longer-term consideration, may I confirm whether you have such a vision in mind? This is my first 
question. Thank you. 

Hitoshi Sasaki [A]: To answer your question directly, our starting point is to generate JPY900 billion in free 
cash flow. Within that amount, a question is how much of portion can be allocated to maintaining financial 
soundness. At present, our D/E ratio is not at a concerning level. Therefore, we believe that a significant 
portion of the free cash flow can potentially be used for returns. 

As we plan to operate without increasing retail finance receivables, we also expect that we will be able to 
repay a certain level of interest-bearing debt. Based on this outlook, we have formulated our current strategy.  

Hanada [A]: I would also like to add. I think there was a question about whether we think it is okay to use 
retail finance as it is now. In North America, we also expect significant growth in the construction machinery 
business. Therefore, even if we revise the program and change the way we manage retail finance, the finance 
receivables could still increase by sales increase. For that reason, we believe it is necessary to implement 
certain measures to offset this impact. This is precisely why major changes to the retail finance program are 
required, and we believe we must proceed with clear determination.  

Adachi [Q]: Thank you very much. Just to confirm, the finance program includes elements that involve pure 
financing, and there are also portions that can be handled in cash, such as rebates. Is it correct to understand 
that the program will be managed flexibly depending on the situation?  

In addition, Mr. Sasaki, you mentioned that your current policy is to repay a certain amount of interest-bearing 
debt. Do you have a quantitative target in mind, for example JPY50 billion or JPY100 billion per year? I would 
like to add two additional things, please. 

Hanada [A]: Let me respond to your first question. Under this mid-term business plan, our basic policy is to 
manage the finance program in line with the plan and avoid allowing it to deteriorate. 

To supplement that, we intend to use cash incentives appropriately in order to maintain competitiveness. We 
will respond flexibly while closely monitoring market conditions.  

Hitoshi Sasaki [A]: Regarding the repayment of interest-bearing debt, we have not set any exact amount or 
anything like that. The level of free cash flow generation will vary from year to year, depending on business 
performance and economic conditions. With that in mind, we will prioritize dividends first, and then flexibly 
determine how much to allocate strengthening financial soundness or to share buybacks. We would like to 
retain room to make such decisions in an agile manner.  
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Adachi [Q]: The next question is about the slogan and the policy. I think big work with smaller machines, is a 
very clear and easy to understand slogan. At that point, let me ask the question, what about larger machines? 

Large tractors are deployed in Europe, the US, and Japan, but my understanding is that their current market 
share and profitability are not particularly high. You mentioned earlier that you will not pursue share 
aggressively. In that case, there may be concerns that production volume could decline and margins could 
deteriorate further.  

At the same time, large tractors seem to be the segment where automation and new technologies can be 
tested most effectively. From the perspective of future growth and expansion into new areas, this segment 
could also play an important role. In that context, when you view this business from the standpoint of 
selection and concentration, could you share your current thinking? Thank you. 

Hanada [A]: What I mean by small machines here is that the kind of tractors we are handling now, which are 
called M7 tractors which manufactured in France. These are still considered as small machines. As you 
mentioned, I believe that this area will play an important role in automation and cooperative control. 

In that sense, we intend to maintain this business firmly. However, we do not plan to further expand volume 
aggressively or move into even larger segments such as M7 and above. That is the meaning behind our slogan, 
big work with smaller machines.  

With the advancement of ICT and AI, we believe that the range of work that can be accomplished by deploying 
multiple small machines will continue to expand. We are conducting research and development in this area, 
and we expect the industry to evolve in that direction. There was a time when we considered moving further 
into larger scale equipment. However, we have now decided to shift our direction. 

Hotta [Q]: This is Hotta of BofA Securities. Thank you very much. I have two brief questions. 

The first one is about SG&A expenses on the right side of slide 28. If you are able to limit the annual increase 
to 3% or less, then in order to reach a 12% operating margin, which would require roughly a 4 percentage 
point improvement from the current level. More than half of that improvement would likely have to come 
from SG&A. In that sense, whether or not you can achieve the target depends heavily on how effectively you 
can control SG&A. 

Given that it has been rising at double digit rates in recent years, this would require a significant shift. Could 
you explain more specifically what measures you plan to take to contain these costs to that level? Also, are 
these measures already taking shape to the extent that you can expect to see effects starting this fiscal year? 
Could you elaborate further on this point? 

Hitoshi Sasaki [A]: First, excluding personnel expenses and depreciation related to past investments, we have 
begun to see better control over expense growth compared with previous years.  

One factor is the recent organizational change. Since we have integrated the finance and business divisions, 
so can have more control over our targets. 

In addition, in the past, cost management was largely driven by personnel from Japan or expatriates, and it 
was difficult to ensure that this discipline reached the frontline level. Now, however, we are increasingly 
involving local members in overseas bases. 

As I mentioned earlier in the discussion of Long-Term Incentives, by embedding this awareness into 
evaluations and incentives, we believe control will become more effective in areas where it had previously 
been insufficient. 
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With the introduction of the Chief Officer system, we now have a structure in which responsible officers can 
make global decisions. As for fixed costs, I will take the lead, we allocate budgets clearly for each fiscal year 
and work closely with regional members to control budgets. The Chief Officer in charge of facilities controls 
capital investment across the group. 

By strengthening both the structural framework and the mindset, and by fully involving local staff, we believe 
we can achieve these cost control targets. 

Hotta [Q]: Thank you. Second, incentives have been mentioned several times during today’s briefing. 
Including the approach to executive compensation, when we look at the current annual securities report, it 
states that key indicators for 2025, such as revenue and operating profit, are used in determining 
compensation. 

This time, however, you have emphasized profitability more strongly, including ROIC and ROE. Have you made 
significant changes to the way executive compensation is calculated, and also to the incentive structure for 
senior management? Or have there been no major changes in that area? Could you please elaborate on the 
incentive framework?  

Hanada [A]: Thank you very much. As for executive compensation, we have already adopted ROIC as part of 
Long-Term Incentive for the past three years. For certain directors who also serve in executive roles, since last 
year we have incorporated ROIC and TSR as part of the LTI. 

In addition, as I mentioned earlier, for overseas executives and, senior managers in North America who are 
not board members, we have begun partially incorporating ROIC as part of their Long-Term Incentives. We 
intend to expand this approach beyond North America to other regions as well. We started these measures 
this year. We believe that without embedding such mechanisms into the system, it would be difficult to ensure 
actions that are firmly grounded in our management objectives. Therefore, we plan to actively promote this 
initiative going forward.  

McDonald [Q]: Citigroup, this is Graeme McDonald. 

At first, what Mr. Hanada said at the end gives me a great impression that Kubota will be reborn in the future. 
I think it is fair to say that there has been lost five years, to 10 years, but I think there will be considerable 
changes in the future. 

However, today, after listing various points today, I feel free cash flow target of JPY900 billion over five years 
and ROE of 12% are not such a challenging figure.  

ROE has peaked at 15% in the past and has declined considerably, for a variety of reasons. I think it will get 
better in the future, but what do you think, the JPY900 billion free cash projection and the 12% ROE target 
sounds not too challenging to me, what do you think? I think you can go a little further. 

Hanada [A]: Thank you very much for your point. As I mentioned at the beginning, even aside from cost 
control, the key issue is how to operate the North American business while keeping retail finance receivables 
under control. 

As I explained earlier, although volumes are expected to increase, our goal is to offset that growth through 
program revisions and manage receivables without allowing them to expand significantly. However, we 
recognize that maintaining this balance will be very challenging.  
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We operate in a competitive environment. Even if we say we will not aggressively pursue market share, we 
cannot allow it to decline substantially. Managing that balance is extremely challenging. In that sense, we 
have incorporated this level of difficulty into the JPY900 billion. 

In recent years, our inability to generate sufficient free cash flow was partly due to significant investments, 
including large R&D facilities and M&A. While no major M&A is currently reflected, we may need to pursue 
attractive opportunities if they arose, which would also require cash. Taking all of this into account, we believe 
the JPY900 billion target is very challenging. However, if we can build a business structure capable of 
generating free cash flow beyond that level, we would certainly like to pursue that as well.  

McDonald [Q]: Thank you very much. M&A, which Mr. Hanada mentioned earlier, this is also a cash out, but 
conversely, looking at the balance sheet, you still hold a lot of cross-shareholdings. How about this, how 
should we think about measures for these cross-shareholdings? This could be a cash-in possibility, though. 

Hitoshi Sasaki [A]: As you pointed out, our policy is to eliminate cross shareholdings. We have incorporated 
part of that into our plan, but at this stage, we would refrain from stating the specific amount. Please 
understand that this is the direction we intend to take.  

McDonald [Q]: Understood. Due to time constraints, let me move to my second question. This was also raised 
in yesterday’s conference call. Looking at the US compact tractor business, as well as utility vehicles and lawn 
mowers and such, I understand that in this mid-term business plan, they are categorized as rebuilding the 
core businesses. However, why are they not positioned as structural reform businesses? Over the past four 
years or so, the compact tractor business has remained weak And competition is intense. I think you should 
view this segment more strictly. 

Why is the US compact tractor business categorized as rebuilding the core rather than structural reform? I 
think you lack of putting of title or branding here. Do you view this business will recover cyclically, or do you 
see it as being in structural decline? I would appreciate your thoughts on this point. 

Hanada [A]: The tractor business in North America includes a large variety of tractors, from utility vehicles 
and lawnmowers, as you mentioned earlier, to compact and mid-size tractors. 

In this context, this business remains our most important and largest business. Therefore, we intend to 
fundamentally review how it should be managed and focus on rebuilding its value.  

The key difference between structural reform businesses and rebuilding the core businesses lies in the growth 
outlook. For structural reform businesses, as described in the materials, it is difficult to expect high CAGR, and 
the focus is on how to implement reforms under such constraints. In contrast, rebuilding the core businesses 
are those where business growth itself can still be expected, and the issue is how to change the substance of 
the business to enhance value. That is the basis of our classification.  

In that sense, for the North American tractor business, particularly the compact tractor segment, as I 
mentioned earlier, we will not aggressively pursue market share. Instead, we will work to rebuild the structure 
of the business, including leveraging resources from India. 

We will implement structural reforms within the business. However, the distinction between the two 
categories is based on whether the market itself is expected to grow. That is how we differentiate between 
them.  

McDonald [Q]: Thank you very much. Just to confirm, you export to the US utilizing your Indian operations or 
Indian bases, do we need to worry about tariffs? 
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Hanada [A]: Of course we concern about tariffs. However, in that sense, regarding India, we believe it should 
initially be viewed under similar conditions to Japan. The key issue is how to assess the impact of tariffs in this 
situation. 

In terms of competition, very few products are manufactured entirely within the US. Most manufacturers 
import a significant portion of components, so we believe the impact of tariffs is largely similar across 
competitors. 

Taninaka [Q]: My name is Taninaka from SMBC Nikko Securities. Thank you. I have two questions. 

Looking back at performance in India, market share has remained around 11% to 12% without significant 
change. Margins were around 9%. Could you explain what has not worked as expected since the acquisition, 
resulting in limited improvement in market share or margins? Also, what will change going forward that would 
lead to an improvement? If you could share any insights, I would appreciate it. 

Hanada [A]: It has been about three years since the acquisition. During the first two years after the acquisition, 
we recognize and reflect that there were significant challenges in PMI. What I mean by that is that it was not 
easy to align Kubota’s way of thinking and operating with that of the Indian side. Integration was difficult, and 
further improvement beyond that integration was also challenging.  

That said, over those two years, the basic alignment of thinking between both sides has gradually progressed. 
Over the past year in particular, we have conducted intensive reviews of quality, productivity, cost structure, 
and the dealer network to identify the root causes behind stagnant market share. The Japanese side has been 
deeply involved, and within Escorts Kubota, we have also held extensive discussions, including input from 
outside directors. Based on these discussions, we have launched several concrete projects, which are already 
underway. 

In that sense, while we may have lost one to two years in the beginning, we now believe that the foundation 
has been established, the key issues have been clearly identified, and execution is about to begin. 

We are starting to see encouraging signs. For example, the Promaxx model launched last year incorporated 
process improvements and quality checks proposed by the Japanese side. As a result, we have seen virtually 
no quality issues, and the product has been well received in terms of performance. In that specific segment, 
we are already seeing an increase in market share, which is a bright sign. 

Going forward, we plan to expand these improvements to other product ranges. In addition, until now, 
Kubota’s resources were used mainly for Kubota branded products. We have now begun allocating resources 
more actively to the two local brands, Farmtrac and Powertrac, in order to accelerate overall improvement. 

To summarize, the first two years out of three years were largely spent establishing the foundation. Over the 
past year, we have clarified the issues and defined the direction forward, and execution has begun. Based on 
this progress, we are confident that over the next five years we can achieve significant market share expansion 
and improvement in profitability. 

Taninaka [Q]: Thank you very much. Second, I would like to ask about the degree of certainty regarding the 
focus on profitability in North America. I understand that you have begun incorporating capital efficiency as a 
KPI for management. I imagine that this also depends heavily on the personnel system for frontline sales staff.  

With this mid-term business plan as a turning point, have you also revised the evaluation framework for sales 
personnel, for example by shifting from a focus on unit sales to gross profit? Is such a change in frontline 
incentives included in your profitability focused initiatives?  
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Hanada [A]: For example, in the US, frontline sales personnel are evaluated under an MBO framework for 
their bonuses. In the past, the focus was primarily on sales volume and market share, although there were 
various other items as well.  

More recently, we have begun incorporating profitability into the criteria. From this year, at KTC in the US, we 
have clearly communicated a policy of managing the business based on three pillars: growth, profitability, and 
asset efficiency. We have spent considerable time explaining this approach to field staff and ensuring it is fully 
understood. 

I have repeatedly emphasized that unless we change these evaluation criteria, behavior will not change. I 
believe this message is now translating into actions. 

Tai [Q]: My name is Tai from Daiwa Securities. Thank you very much. I have two questions. 

One thing I would like to know is, how is Asia positioned this time around? Especially Thailand. I think the 
profit margin is relatively good, but maybe it's just that the market share is high and the market is not growing 
that much. I don't think I saw the word Asia in the materials, so I would like to ask you how you position this 
area. 

Hanada [A]: Regarding Asia, we had positioned it as one of our growth businesses in the mid-term business 
plan 2025. In Asia, especially in Thailand, where we have the largest market share in the region, we have been 
able to maintain a stable business. We do not necessarily expect the market in Asia to grow significantly. 
However, we believe it is fully possible to maintain the business steadily and even expand the market itself by 
introducing new categories, particularly products for upland farming.  

Profitability in the region is very high, and it remains an extremely important business for us. We did not 
include Asia among the seven focus businesses this time because, when dividing them into growth driver 
businesses and rebuilding the core businesses, Asia did not clearly fit into either category. That said, we 
continue to view it as a very important business. 

From the standpoint of profit margin and profitability, other Southeast Asian countries are also still highly 
important.  

Tai [Q]: Thank you very much. The other question is a bit odd, but how do you face with stock market in the 
future? Since last year, Mr. Kitao has attended the summer briefing, whereas previously such participation 
was limited to once a year. In addition, overseas IR activities, or PBR has now recovered to above 1 times, you 
are at a major turning point with the launch of the new mid-term business plan and changes in the 
management structure. At this important juncture, could you share any thoughts on communication with 
investors going forward? 

Hanada [A]: I believe it is very important for top management to increase direct dialogue with stakeholders 
in the capital markets. In that sense, I would like to further increase opportunities for direct communication 
with investors going forward.  

As you mentioned, this is the first year of the new mid-term business plan. It is important not only to present 
our thinking clearly, but also to follow up on progress. Therefore, we will continue to enhance communication 
with investors. 

Matsui [M]: This concludes today's briefing. 

Thank you very much for attending our briefing today.  
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______________ 

Document Notes 
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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. 

Copyright © 2026 SCRIPTS Asia K.K. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 


