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• Compared to the latest forecast, revenue, operating profit, and profit 
attributable to owners of the parent were all slightly higher.
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Domestic revenue in Farm & Industrial Machinery decreased by 13.4 billion yen (-
4%).
• Sales of farm equipment and construction machinery (CE) decreased due to a 

reactionary decline from rushed demand before the consumption tax hike, as 
well as voluntary restraint of sales activities and a slump of demand due to the 
infection spread of COVID-19.

Overseas business in Farm & Industrial Machinery
• Revenue in North America decreased by 32.7 billion yen (-5%).

 Retail sales of compact tractors in particular grew significantly due to 
increased demand associated with staying at home and suburban 
migration.

 Retail sales of CE also increased significantly due to increased demand 
for housing in the suburbs.

 On the other hand, due to delay in production and shipment caused by 
the effects of COVID-19, wholesales, which are the Company’s revenue, 
decreased for both tractors and CE.

 With regard to CE, shipments in the 2nd half of FY2018 were delayed 
to the 1st half of FY2019 due to a typhoon, which also affected the YoY 
decline in wholesales.

 As a result, the dealer inventory level in the U.S. as of the end of 
December 2020 remained at an extremely low level of 3.3 months, and 
we plan to proceed with replenishing dealer inventory during 2021.

 Sales of engines also decreased significantly due to inventory 
adjustments by OEM clients.
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• Revenue in Europe decreased by 21.2 billion yen (-9%).
 Sales of tractors and CE decreased because of the temporary 

suspension of business by dealers in the 1st half of the year due to the 
infection spread of COVID-19 and sluggish demand caused by 
uncertainty about the future.

 Sales of engines decreased significantly due to reduced production by 
OEM clients.

• Revenue in Asia outside Japan increased by 11.9 billion yen (+4%).
 In Thailand, demand recovered in the 2nd half of the year due to 

favorable rainfall during the rainy season, resulting in a slight increase 
in retail sales of tractors. However, revenue by wholesales decreased 
due to adjustments in dealer inventory.

 Myanmar, on the other hand, increased significantly due to the gradual 
easing of the depreciation of the local currency against the US dollar.

 In China, due in part to additional government subsidies, the market 
has recovered rapidly from the slump caused by the infection spread of 
COVID-19. We increased our market share and revenue by launching 
new general-purpose combine harvesters with higher horsepower and 
processing capacity. Sales of engines increased significantly due to the 
rapid expansion of the construction and industrial machinery market as 
a result of the government’s economic stimulus measures.

 In India, revenue increased significantly due to favorable rainfall and 
government support measures for farmers, contributing to the increase 
in revenue in Asia.
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Water & Environment
• Revenue in Japan decreased by 13.9 billion yen (-5%).

 In the Pipe- and Infrastructure-Related Business, sales of ductile iron 
pipes increased, but sales of plastic pipes, industrial castings, spiral-
welded-steel pipes, and air-conditioning equipment decreased due to 
restrictions on sales activities and delays in construction work caused 
by the infection spread of COVID-19, mainly in private sector demand.

 In the Environment-Related Business, sales decreased due to the 
completion of a large-scale project for the construction of a radioactive 
waste treatment facility in Futaba Town, Fukushima Prefecture.

• Overseas sales declined by 0.4 billion yen (-1%).
 In the Pipe Infrastructure-Related Business, sales of ductile iron pipes 

to North America and industrial castings to South Korea increased.
 On the other hand, in the Environment-Related Business, delays in 

ODA projects due to the impact of COVID-19 led to a decrease in 
overseas EPC and other projects.
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• Changes in sales incentive ratio (+7.0 billion yen) 
 Although a strong program has been maintained in the U.S., interest 

rates have fallen significantly, which has lowered costs and contributed 
to higher profits.

• Other (-19.0 billion yen)
 The profit and loss of the manufacturing bases included in the products 

shipped in the 1st quarter deteriorated due to the production cut in the 
4th quarter of FY2019, which was the cause of the decrease of 8.7 
billion yen.

 In the 2nd quarter, the domestic and overseas manufacturing bases
were temporarily shut down due to the impact of COVID-19, and the 
impact of accounting for fixed costs during this period as a one-time 
expense was the cause of the decrease of 2.4 billion yen.

 In accordance with the impact of lower production volume in the 2nd 
quarter, the profit and loss of the manufacturing bases included in the 
products shipped in the third quarter deteriorated, which was the cause 
of the decline of 7.7 billion yen.

 In total, a temporary profit decrease of 18.8 billion yen is included.
 Other than that, profit decreased by 0.2 billion yen, but an increase in 

fixed factory costs, including depreciation and R&D, and personnel 
expenses is more than offset by a decrease in costs of air 
transportation of engines, a gain on the sale of fixed assets due to the 
relocation of the head office in Canada, and the elimination of typhoon-
related losses incurred the year before last.
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• Operating profit in Machinery decreased. Despite the effect of sales price 
increase, improvement in incentive ratio, lower material prices, and other 
factors that contributed to higher profits, profit decreased due to a significant 
decrease in revenue in Japan and overseas, worsening foreign exchange 
rates, and the deterioration of profits and losses at manufacturing bases 
included in products shipped in FY2020 as a result of the significant production 
cutbacks I mentioned earlier.

• Operating profit in Water & Environment decreased. Although there were 
factors that contributed to increased profit, such as lower material prices, profit 
decreased due to lower revenue in Japan and increased plant construction 
costs.
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• Although profit decreased in FY2020, we returned the same level of 
shareholder returns as in FY2019, based on the fact that the business was 
solid, and the payout ratio was 34%. The shareholder return ratio was 49%.

• In addition, as explained by the President earlier, we will work to strengthen 
shareholder returns in our mid-term business plan. Specifically, we set the 
target of over 40% in shareholder return ratio, and aim at 50%.
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• Total assets increased by 50.0 billion yen from the end of the previous fiscal 
year.

• Trade receivables decreased by 77.0 billion yen on a real basis, excluding the 
effect of exchange rates.

 While production and shipments were delayed due to the impact of the 
infection spread of COVID-19, strong retail sales in North America led 
to a significant decrease in trade receivables due to the collection of 
accounts receivable from dealers.

• Total current and non-current finance receivables increased by 191.0 billion 
yen on a real basis.

 The increase is mainly in North America, where retail sales were strong. 
In addition, the collection of financial receivables, although in the midst 
of the COVID-19 crisis, is in a better condition than the year before last.

• Total liabilities increased by 13.0 billion yen.
• Interest-bearing liabilities increased by 11.0 billion yen on a real basis.

 Although finance receivables increased, the amount of increase was 
curbed due to progress in the collection of accounts receivable.
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• Net cash provided by operating activities was 142.9 billion yen.
 This includes 208.7 billion yen in cash inflow related to profit and 

depreciation, 185.3 billion yen in cash outflow related to an increase in 
finance receivables, and 119.5 billion yen in cash inflow related to other 
items.

 Cash inflow related to other items increased due to a decrease in trade 
receivables and an increase in trade payables.

 Compared to the previous year, net cash provided by operating 
activities increased by 60.5 billion yen. Although there was a decrease 
in cash inflow due to a decrease in profit for the year and an increase in 
cash outflow due to an increase in finance receivables, cash inflow
increased due to the collection of accounts receivable from dealers
along with strong retail sales in North America.

 Cash flow from investing activities and cash flow from financing 
activities are as shown.

 Free cash flow was 58.2 billion yen, an increase of 70.6 billion yen from 
the previous year.

 Free cash flow, which excludes changes in financing receivables and is 
our main focus, increased by 158.9 billion yen from the previous year to 
243.4 billion yen.

 As explained earlier by the President, we aim to generate a cumulative 
total of 880.0 billion yen in operating cash flow and 280.0 billion yen in 
free cash flow over the five-year period in the mid-term business plan.

 We will continue to work to increase cash flow in order to make the 
necessary investments to achieve GMB2030.
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• As you can see, we have remained debt free on a basis excluding the financial 
services.

• We are also estimating the P&L of the finance services, and it maintained 
sufficient profitability.
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• In the U.S., although there is still a sense of uncertainty, the number of new cases of COVID-19 is on a 
downward trend, and the spread of vaccines is also expected.

• In addition, with the inauguration of President Biden, large-scale economic measures are also expected, 
and the number of housing construction projects that are considered to be strongly related to our 
business is currently at a high level of over 1.6 million.

• Tractors (retail sales)
 Compact tractors (0-40hp), mainly for homeowners, are expected to continue to see high levels 

of demand due to staying at home and suburban migration. However, we expect a decrease in 
the 2nd half of this year due to adverse reaction from the very strong market growth in the 2nd 
half of last year. As a result, we are assuming a slight decrease for the full year compared to 
the previous year.

 Especially in the 1st half of this year, dealer inventory is expected to be limited, but we will aim 
to increase our market share by carefully allocating inventory by dealer, product, and model.

 With respect to medium-sized tractors (40-120hp), 40-60hp tractors, which are mostly used for 
personal use, are expected to see a reactionary decline in the 2nd half of this year, as with 
compact tractors. On the other hand, 60-120hp tractors, which are mostly for farmers, are 
expected to increase. As a result, total of 40-120hp tractors are expected to increase slightly.

 The large-sized tractors (120-160hp) are expected to decrease slightly due to the possibility 
that the government support for farmers may disappear. The Company will focus on meticulous 
measures, such as planning sales reinforcement measures for each dealer, and aim to 
increase its market share and expand sales, despite the shrinking market.

• CE (retail sales)
 In the CE market, which continued to grow steadily last year, we expect the overall CE market 

to be on a mild expansionary trend, assuming that the market for construction of commercial 
facilities, such as offices and hotels, will decline, but that the market for housing will remain 
strong against the backdrop of the FRB’s low interest rate policy and the increase in suburban 
migration in the COVID-19 crisis.

 We will work to maintain our market share that we expand last year by introducing new models 
of MB and developing rental companies.

• Tractors and CE (wholesales)
 COVID-19 has caused delays in our production and shipment, and the dealer inventory at the 

end of last year was 3.3 months, which is too low. Therefore, wholesales, which are the 
Company’s revenue, are expected to increase significantly from the previous year due to the 
need to replenish dealer inventories.

• Engines (wholesales)
 Sales of engines are expected to increase substantially due to recovery in demand for 

refrigerator trucks and construction & industrial machinery.
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• Tractors
 As for the tractor market for agriculture, we assume that the market will 

recover from the slump caused by the infection spread of COVID-19 
and will be on a mild expansion trend, but we assume that demand for 
compact tractors, for which the decline was smaller than that of 
medium- and large-sized tractors, will remain at the same level as the 
previous year.

 We will aim to increase our market share by introducing new models 
that comply with exhaust gas regulations (Stage V) and E-Kubota.

• Implement in agriculture-related market
 The market for agricultural implements is expected to expand 

moderately, as is the market for tractors for agriculture.

• CE
 Although the market for CE fell sharply last year due to the infection 

spread of COVID-19, the market is expected to expand due to the 
government’s economic expansion measures and the resumption of 
investment by rental companies.

 We will promote to strengthen our dealer network through online 
communication and steadily introduce new models to increase our 
market share.

• Engines
 Demand for engines was also sluggish last year due to production 

cutbacks by OEM clients, but we expect sales to be on an upward trend 
as the construction & industrial equipment market recovers.
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Thailand and neighboring countries
• Tractors (Thailand)

 The market for tractors in Thailand is expected to expand due to high and stable crop prices and increased crop yields 
resulting from favorable rainfall in the rainy season last year. Government subsidies are also expected to support the 
market expansion.

 Even though our sales activities are limited by the COVID-19 crisis, we plan to enhance our marketing activities by mixing 
the use of social media with traditional small- and medium-sized business events. In addition, we aim to expand business 
by promoting renewal demand from mixed farmers who grow rice and field crops, and by steadily developing new 
customer segments.

 Last year, wholesales were controlled due to inventory adjustments. But inventory adjustments has completed, so 
wholesales are expected to increase more than retail sales this year.

• Combine harvesters (Thailand)
 We expect the market to continue to expand due to high and stable rice prices and steady rainfall last year.
 We will promote the diversification of target crops through the introduction of attachments for corn harvesting developed at 

our R&D base in Thailand.

• CE (Thailand)
 Demand for development of irrigation in rural areas is expected to remain firm, and demand is expected to expand.
 We will aim to expand our market share through the introduction of new products and other measures.

• Neighboring countries
 We assume that demand for tractors in Cambodia is expected to recover from the slump caused by the infection spread of 

COVID-19 last year.
 In Myanmar, demand is expected to continue to grow as the depreciation of the local currency is resolved. However, the 

impact of the political instability is unclear. Although we are currently able to conduct normal operations, we will continue to
monitor future trends and take appropriate actions.

China
• Farm equipment

 Demand for farm equipment is expected to decrease, except for some products, in reaction to the significant increase in 
demand for many products last year.

 Budgeted government subsidies for farmers, as shown on page 19, is expected to be CNY14.0 billion, a significant 
decrease from the previous year.

 The market of general-purpose combine harvesters is expected to decline slightly from the previous year due to recovery 
from the impact of the flooding that occurred in the year before last in some regions, although there an adverse reaction 
from last year’s expansion in demand is expected.

 We aim to achieve the same level of sales as the previous year by introducing new products with cabins, for which demand 
has been increasing in recent years, and by promoting comfort.

 We expect that demand for rice transplanters will continue to grow as it did last year due to the shortage of labors in the
COVID-19 crisis and the government’s promotion of mechanization.

 We will try to compete with the local players by fully introducing new models.

• Engines
 We aim to expand our business beyond the market growth by capturing the increase in demand, mainly for generators and 

forklifts.
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• Farm Equipment
 Demand for tractors is expected to increase due to a recovery from last 

year’s reactionary decline before the consumption tax hike and the 
weakening of the impact of COVID-19. We will strive to increase our 
market share by expanding our product lineup of tractors.

 On the other hand, the market for combine harvesters and rice 
transplanters is expected to remain at the same level as the previous 
year due to the slow recovery of the market. We aim to increase our 
market share and achieve higher sales than the previous year by 
introducing low-cost rice transplanters.

 With restrictions on holding large-scale exhibitions, the New Year’s 
Gathering, which used to be held every year in January at an exhibition 
in Kyoto, was held online for the first time this year. We will continue to 
secure customer contacts and expand our market share for each 
product by strengthening digital marketing in conjunction with real-world 
proposal activities.

• CE
 Demand for CE is expected to recover from the slump in demand 

caused by the stagnation of construction work due to the infection 
spread of COVID-19, as well as the reactionary decline in the prior year 
from rushed demand before the consumption tax hike.

• Engines
 The demand will recover from production cutbacks by OEM clients due 

to the infection spread of COVID-19.
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• Revenue is expected to reach a record high and exceed 2 trillion yen for the 
first time.
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• Machinery
 In the domestic market, sales of farm equipment, CE, and engines are 

expected to increase due to the recovery from the reactionary decline in 
the prior year from rushed demand before the consumption tax hike.

 In the overseas market, sales of tractors and CE in North America are 
expected to increase substantially as a result of progress in catching up 
with last year’s delayed production and shipments, in addition to a 
significant increase in sales of tractors and CE in Europe and sales in 
Thailand. As a result, overseas revenue is expected to increase by 
15.1%.

• Water and Environment
 In the domestic market, sales of ductile iron pipes and environmental 

services are expected to decline. But sales of plastic pipes, valves for 
public sector, overseas EPC, which declined last year due to the 
infection spread COVID-19, are expected to increase. As a result,
domestic revenue is expected to be on par with the previous year.

 Overseas revenue is expected to increase mainly due to an increase in
sales of pumps for the Middle East.

• For reference
 As for the impact of foreign exchange rates on overseas sales, we 

expect JPY to depreciate against the euro compared to the previous 
year, but we expect the JPY to appreciate against USD, THB, and CNY, 
resulting in a total decrease in revenue of about 20.0 billion yen.
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• Changes in sales incentive ratio (-11.3 billion yen) 
 We expect interest rates in the U.S. to rise moderately. The changes in 

sales incentive ratio is expected to be negative impact on operating 
profit due to the adverse reaction from the reversal of the provision for 
incentive expenses that was incurred last year along with the decline in 
interest rate during FY2020.

• Sales price increase (+12.0 billion yen)
 Sales price increase is expected to be a positive factor mainly due to 

the price increase for some products in response to expected increase 
in material prices and distribution costs.

• Other (+3.0 billion yen)
 As I explained in the slide of results in the previous fiscal year, there 

were temporary factors that caused a decrease in operating profit due 
to production cutbacks in the prior year. On the contrary, this will be a 
factor for an increase of 18.8 billion yen this year. On the other hand, 
the gain on the sale of fixed assets in Canada, which occurred last year, 
is expected to be 2.4 billion yen as a factor in the decrease in profits 
this year.

 In addition to an increase in personnel expenses and selling, general, 
and administrative expenses, R&D expenses and depreciation and 
amortization expenses will increase in line with aggressive investments. 
In total, Other is expected to be a factor in the increase in operating 
profit of only 3.0 billion yen.
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• Capital expenditures is up to 140.0 billion yen.
 In Japan, investments associated with the establishment of a R&D base 

in Sakai, which were delayed due to the impact of COVID-19 in the 
previous fiscal year, will increase significantly. In addition, we are also 
planning BCP investment as well.

 Overseas, as we have already disclosed, we plan to invest in a 
manufacturing base of CE in the U.S.

• Depreciation and amortization are expected to be 61.0 billion yen, and R&D 
expenses are also expected to be 61.0 billion yen.

• As explained earlier by the President, we will actively invest the resources 
generated by the growth of existing businesses to achieve GMB2030 and lead 
to further growth in the future.
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