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①Domestic revenue in Farm & Industrial Machinery
• Domestic revenue︓ +11.7billion yen (+4%)
• Revenue from farm equipment increased by 4.5 billion yen (+4%) because sales of tractors and rice transplanters

increased mainly due to rushed demand before the consumption tax hike and newly introduced models.
• Revenue from construction machinery (hereinafter, CE) remained at the same level as the prior year due to delays in 

production and shipment caused by the typhoon, while demand was strong.
• Revenue from engines increased by 2.1 billion yen (+12%) due to strong sales to domestic and overseas markets by 

domestic OEM clients. 
• Revenue from Others increased by 4.6 billion yen (+3%) due to an increase mainly in sales of agricultural-related 

products. 

②Overseas revenue in Farm & Industrial Machinery
• Overseas revenue︓ +33.3 billion yen (+3%)
• Revenue from tractors in Farm equipment increased by 30.1 billion yen (+6%).

 Revenue in North America increased mainly because demand for compact and medium-sized tractors 
continued to expand. In addition, sales of large-sized tractors increased significantly due to introduction of a 
redesigned model.

 Revenue in Thailand increased due to stable prices of rice and cassava, as well as success in sales 
measures such as selecting priority customers in consideration of market conditions such as crop market 
conditions although the growth slowed due to floods caused by typhoons from the late August to the early 
September in addition to drought.

• Revenue from combine harvesters and rice transplanters in Farm equipment decreased by 16.7 billion yen (-19％).
 In China, sales of both combine harvesters and rice transplanters declined as demand continued to shrink 

due to a decline in profitability of farmers and contractors resulting from low rice prices and intensified 
competition among contractors.

• Revenue from CE increased by 21.5 billion yen (+9%).
 In North America, revenue increased significantly mainly due to expanded demand and the increased 

market share due to the newly introduced model of compact truck loaders, while shipments from Japan 
were delayed due to a delay in parts supply caused by the Typhoon No. 19. In addition, there was also a 
positive effect from the realization in shipments of some products, which had been carried over from the 
FY2018 to the FY2019 due to typhoon in 2018.

 Overall revenue in Europe declined due to decreased sales in the U.K. along with uncertainty associated 
with Brexit and the negative impact of yen appreciation against the Euro and the British pound sterling, 
while sales in Germany and France were strong due to strong demand for construction.

 Revenue in China decreased due to intensified competition with local manufacturers mainly in the market of 
excavators of 4t or greater.

• Revenue from engines decreased by 9.8 billon yen (-7%). 
 Revenue decreased due to adverse reaction from rushed demand in 2018 caused by tightening of 

emission regulations in Europe and production adjustments by some OEM clients in North America in late 
2019.

• From the perspective of revenue by regions, revenue in Japan and North America increased, while revenue in 
Europe, Asia outside Japan, and Other regions decreased.
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• Material (-4.0 billion yen)
 It was mainly due to an effect of an increase in U.S. tariffs towards

imports from China and increased costs of purchased parts in Japan.
• Change in sales incentive ratio (+12.4 billion yen)

 It was the significant positive impact mainly due to declined interest 
rates in the U.S., while severe sales competition continued and strong 
incentive programs were maintained.

• Sales price increase (+15.3 billion yen)
 It was mainly due to sales price hikes by sales subsidiary in the U.S.

• Other (-24.2 billion yen)
 It included an increase in personnel expenses (-5.4 billion yen), an 

increase in sales expenses (-13.0 billion yen), an increase in 
manufacturing expenses (-1.0 billion yen), and other expenses (- 4.8 
billion).

 Other expenses above (- 4.8 billion) included losses of 4.0 billion yen 
related to natural disasters such as typhoons. (The effects of typhoons 
in 2018 and 2019 were about -2.0 billion yen for each.)
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• Operating profit in Farm & Industrial Machinery increased because of some 
positive effects from increased sales in the domestic and overseas markets 
and the improvement in sales incentive ratio resulting from declined interest 
rates in the U.S., which compensated for some negative effects from an 
increase in fixed costs and the yen appreciation.

• Operating profit in Water & Environment increased significantly mainly due to 
the positive impact of raised product prices and sales increase mainly in
ductile iron pipes, construction business, and the project of waste disposal and 
treatment facility in Futaba Town. The increase in operating profit of Water & 
Environment accounted for more than half of the increase in operating profit of
the Company.

• Adjustment improved mainly due to a decrease in foreign exchange losses.
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• There is no change in basic policy on shareholder return.
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• Trade receivables increased by 22.0 billion yen excluding the effects of 
fluctuation in exchange rates.

 Trade receivables of sales subsidiaries mainly in the U.S., where sales 
were strong, increased due to progress in restocking by dealers.

• Inventories increased by 13.0 billion yen excluding the effects of fluctuation in 
exchange rates.

 Inventories increased mainly due to an increase in inventories in North 
America, despite a reduction in inventories in China, where market of 
farm equipment shrank significantly.

• Total current and noncurrent finance receivables increased by 96.0 billion yen 
excluding the effects of fluctuation in exchange rates.

 This increase was mainly due to strong retail sales in North America 
and Thailand.

 Collection status of finance receivables remained favorable.
• Other of noncurrent assets increased by 86.9 billion yen.

 This increase was mainly due to an increase in property, plant and 
equipment by 75.3 billion yen.

 An increase in property, plant and equipment included the transitory 
effects from recognition of right‐of‐use assets in the fiscal year 
ended December 31, 2019 along with adoption of new accounting 
standards (IFRS 16, Leases (hereinafter, “IFRS16”)). 
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• Total current and noncurrent interest-bearing liabilities increased by 61.0 billion 
yen excluding the effects of fluctuation in exchange rates.

 Interest-bearing liabilities increased in North America due to an increase 
in finance receivables.

• Total Other in current and noncurrent liabilities increased by 82.1 billion yen.
 Other increased by around 39.0 billion yen due to the recognition of 

lease liabilities resulting from adoption of “IFRS 16”.
 The reason why the amount above (39.0 billion yen) was less than the 

amount recorded as the right-of-use assets was that lease liabilities 
were not recognized in case that lease payments for lands were 
prepaid mainly in China.
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• Net cash provided by operating activities
 Total amount of cash inflow from profit for the year and depreciation and 

amortization was 221.3 billion yen in total. Cash outflow caused by an 
increase in finance receivables was 97.0 billion yen and cash outflow
caused by other items was 42.0 billion yen.

 An increase in cash outflow caused by other items was mainly due to 
an increase in trade receivables.

 Cash inflow/outflow caused by changes in financial receivables has 
been included in net cash provided by (used in) operating activities 
since the FY2018 under IFRS, while it was included in net cash 
provided by (used in) investing activities under U.S. GAAP.

• We will focus on expanding net cash provided by operating activities in the mid
term business plan which will be formulated in this year.

• Net cash used in investing activities included acquisition of land for the 
construction of the new R&D base and investment in preparation for 
manufacturing of new engines.

• Free cash flow decreased by 38.2 billion yen from the prior year to cash 
outflow of 12.4 billion yen.

 Free cash flow excluding changes in finance receivables, which we 
prioritize, was cash inflow of 84.5 billion yen.

13



• Debt-free status was maintained in equipment operations.
• The financial business maintained sufficient profitability.

 The decline in the profitability in 2019 was mainly due to a temporary 
year-on-year increase in expense related to allowance for doubtful 
accounts in 2019 because the financial subsidiary in Thailand 
introduced the idea of expected credit losses, which reversed the 
allowance to reflect favorable economic conditions, in 2018.

 The level of interest margins and the condition of financial receivables 
maintained favorable.
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• In the U.S. market, the current economy is solid while there is uncertainty about the outlook for the U.S.-China trade 
frictions and economic trends after the presidential election.

 The number of housing starts (SAAR) remains at the high level over 1.3 million units. (1.61 million units in 
December 2019)

① Tractors
 Demand for compact tractors (0-40hp) mainly for home owners is expected to continue to grow moderately.
 It is likely that the aggressive sales activities by competitors are expected to continue along with a decrease 

in financing costs resulting from a decline in interest rates, and severe competition is expected to continue.
We aim to increase our market share through the smooth market penetration of new models.

 Demand for medium-sized tractors (40-120hp), which had shown a downward trend for several years, had 
turned to a recovery in 2018, and continued to grow moderately in 2019. This trend is expected to continue 
in 2020. We aim to increase our market share by introducing the new model which has been strongly 
demanded by customers and dealers.

 Demand for large-sized tractors (over 120hp) has turned to an expansionary trend since 2019, and the 
recovery trend is expected to continue in 2020 along with an increase in farm income in the prior year. Our 
market share increased due to strong sales of the redesigned model in 2019. We aim to achieve our 
market share of more than 10% by steadily promoting sales measures in this year as well.

 In addition, we also aim to expand the product lineup by introducing the M8 series which have a maximum 
of 210hp.

② CE
 The market growth is expected to continue in this year due to stable construction demand along with a 

decline in interest rates.
 We aim to increase our market share by expanding our dealer network steadily.
 However, our wholesales are expected to decrease because of adverse reaction from the realization in 

shipments of some products, which had been carried over from the FY2018 to the FY2019 due to typhoon 
in 2018, and the expansion of stocks by dealers along with introduction of the new model in 2019.

③ Engines
 Sales in the 1st half of this year are expected to decrease due to inventory adjustment by OEM clients. 

However, sales in the full year are expected to be at the same level as the prior year due to recovery in the 
2nd half of this year.

• We have raised prices of tractors and CE since March 2019. We plan to raise the prices of some tractors and parts 
this year as well because the raised prices have been steadily penetrated.
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① Tractors
 Demand for medium-sized tractors (for agricultural market) is expected to

show a downward trend due to inclement weather in the prior year and 
uncertainty about the outlook for European economy.

 Demand for compact tractors is expected to remain at the same level as the 
prior year.

② Implement
 Demand is expected to shrink from the prior year due to inclement weather in 

the prior year and uncertainty about the outlook for European economy.

③ CE
 Overall demand in Europe is expected to decrease from the prior year due to 

uncertainty about the outlook for European economy.
 On the other hand, demand is expected to recover moderately in the U.K 

because of recovery from conservative buying of rental companies in 2019
caused by uncertainty of Brexit.

 We aim to increase our market share by steadily strengthening our dealer 
network and introducing new models.

④ Engines
 Despite expectations for a recovery from dropped demand in 2019 caused by 

adverse reaction from the rushed demand before the new exhaust emission 
regulations, sales are expected to remain at the same level as the prior year 
due to conservative production plans by OEM clients reflecting uncertainty 
about the outlook for European economy.
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① Tractors (Thailand)
 Demand is expected to be slow in the 1st half of this year due to a decrease in farm 

income caused by inclement weather in the prior year and the current water shortage. 
However, demand in the full year is expected to expand because demand in the 2nd 
half of this year is expected to recover because of stable crop prices and recovery to 
average weather condition in the rainy season of this year. 

 We aim further expansion in our market share by developing business with new 
customers and introducing minor changed models of our main products.

② Combines (Thailand)
 Demand is expected to expand due to recovery from slowed demand in the selling 

season (2nd half) of the prior year resulting from inclement weather.
 We aim to further expand our market share by identifying potential customers through 

analysis of customer lists and engaging in aggressive operating activities.

③ CE (Thailand)
 Demand for CE is expected to expand mainly due to continuation of large scale 

construction projects and an increase in construction for urbanization in rural areas. 

④ Exports to neighboring countries
 Demand for tractors in Cambodia is expected to continue to expand due to stable 

prices of cassava at a high level.
 In addition, demand for combine harvesters is also expected to expand due to recovery 

from the slump in the second half of the prior year.
 In Myanmar, the market had been sluggish in recent years due to the deterioration in 

dealers’ profitability resulting from depreciation of Myanmar Kyat against the U.S. 
dollar. However, demand is expected to expand because the market has become 
accustomed to the current exchange rate level since the 2nd half of the prior year and 
the agricultural mechanization will advance this year.
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• In the farm machinery business, although demand continued to shrink in the prior year 
due to stagnated prices of rice and intensifying competition among contractors, profit 
increased as a result of efforts to reduce fixed costs and improvement of the business 
structure, even though revenue decreased.

• Budgeted government subsidies for purchase of farm equipment have not been 
announced yet, but are expected to remain at mostly unchanged year on year.

• The severe market environment is expected to continue in this year mainly due to 
negative effects of flood damage in the Northeast region in the prior year and stagnant 
rice prices.

① Tractors and rice transplanters
 Demand is expected to shrink. 

② Combines
 Demand for general-purpose and head-feeding combine harvesters, which are 

our main products, is expected to continue to shrink gradually, while demand 
for corn combines for dry-field cropping market, which have a low 
mechanization rate, is expected to remain at the same level as the prior year.

 We aim to improve our market share by introducing new models, which have
higher horsepower and higher processing capacity in response to current
market needs.

③ CE
 The market is increasingly uncertain as the Chinese economy has slowed due 

to the U.S.-China trade frictions. On the other hand, local manufacturers are 
intensifying price competition, and the competitive environment is expected to 
remain severe. 

④ Engines
 Demand is expected to remain strong due to increased sales for forklifts, for 

which our engines were newly adopted in 2019.
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① Farm Equipment
 Despite structural problems, such as a decline in the number of farmers and 

the aging of farmers, demand for tractors and rice transplanters slightly 
increased in the prior year due to rushed demand before the consumption tax 
hike. Demand for combine harvesters slightly decreased in the prior year.

 Demand for each equipment in this year is expected to shrink mainly due to 
adverse reaction from rushed demand before the consumption tax hike in the 
prior year and stagnated sales in regions, which were damaged by natural 
disasters.

 We aim to increase our market share further through the introduction of new 
models such as tractors with a keeping straight function, and 130th 
anniversary models of tractors, combine harvesters, and rice transplanters.

② CE
 Although year-to-date demand had been expanding until October in the prior 

year due to rushed demand before the consumption tax hike, each 
manufacture was unable to supply sufficient volume of products due to 
production stoppages caused by the typhoon. As a result, demand in the full 
year decreased.

 Demand in this year is expected to expand because demand in the prior year 
was carried over to this year.

 We aim to increase sales by expanding our market share in the segment for 
rental companies. 

③ Engines
 Strong demand is expected to continue mainly due to strong exports to the 

North America by domestic OEM clients.
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• Domestic
 Sales of farm machinery are expected to decline from the prior year due 

to adverse reaction from rushed demand before the consumption tax 
hike in the prior year, but overall revenue in Farm & Industrial Machinery 
is expected to increase mainly due to an increase in sales of CE.

 With regard to Water & Environment, there is expected to an increase in 
sales of environmental plants mainly due to increased sales of DBO 
projects and construction business. However, revenue as a whole is 
expected to decrease because adverse reaction from increased sales in 
2019 caused by significant sales of the construction of melting facility for 
reducing volume of radioactive waste in Futaba Town, Fukushima 
Prefecture.

• Overseas
 Sales of CE are expected to decrease due to adverse reaction from 

increased sales in the prior year caused by the introduction of the new 
model and the realization in shipments of some products, which had 
been carried over from the FY2018 to the FY2019 due to the typhoon in 
2018. However, revenue as a whole is expected to increase because of 
an increase in sales of tractors, which is expected to compensate for a 
decrease in sales of CE, in addition to a slight increase in revenue in 
Water & Environment.

 Fluctuation of exchange rates is expected to decrease revenue by 12.0 
billion yen due to yen appreciation against the U.S. dollar, Euro, and 
Baht, etc.
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• Changes in sales incentive ratio (-4.5 billion yen) 
 It is expected to be a factor for a decrease in operating profit because a 

positive impact of a decline in interest rates in North America will not be 
able to compensate for a negative impact from adverse impact of the 
reversal of allowance for incentive cost in the prior year.

• Sales price increase (+4.0 billion yen)
 Price increase for some products is expected in the U.S. following the 

price increase in 2019.

• Other (-8.2 billion yen)
 Negative impact of Other is mainly due to an increase in personnel 

expenses, R&D expenses, and depreciation and amortization despite a 
decrease in sales expenses and costs for air transportation of engines.

 Production profitability included in the inventory at the end of the prior 
year was deteriorated because production in the 4th quarter of 2019 
decreased significantly due to a negative impact from the delay in parts 
procurement caused by the Typhoon No.19 and other reasons.
Operating profit is expected to be deteriorated by nearly 6.0 billion yen 
mainly because the deterioration in profitability of the inventory at the 
end of the prior year is expected to be realized in this year with progress 
in shipments.
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• Capital expenditure is up to 115.0 billion yen.
 We plan to make investments mainly related to IT infrastructure, such 

as the introduction of integrated core systems in Japan and North 
America, BCP measures, production of the new model of engines, and 
R&D bases in North America and Europe in this year.
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