
 Overview of Strategies by the Head of the Corporate Administration Headquarters 

In fiscal year 2018, orders came to ¥432 billion, a ¥31.7 
billion (7.9%) year on year increase. When the impact of 
the stronger yen mainly against emerging-market 
currencies and the transfer of shares of a subsidiary is 
excluded, orders were up even more substantially, by 
¥44.5 billion. This was the result of a steady increase in 
the number of industrial automation and control projects, 
mainly outside Japan. By region, there were substantial 
increases in the Middle East, North America, and Asia 
(centering on India and China). By industry, significant 
growth was witnessed in the downstream sector, while 
increases were also recorded in the upstream and 
chemical sectors.

Net sales declined ¥2.9 billion (0.7%) year on year, to 
¥403.7 billion. In real terms (excluding the impact of the 
stronger yen mainly against emerging-market currencies 
and the transfer of shares of a subsidiary), net sales 
increased ¥8.5 billion year on year. Due to an increase in 
the order backlog, sales are expected to increase in fiscal 
year 2019 and possibly also in subsequent years. 

While factors such as the rebound from the allowance 
for doubtful accounts that was recorded in fiscal year 

2017 and the real-term growth in net sales contributed to 
an increase in profits, operating income was up by just 
¥34.6 billion, a ¥1.9 billion year-on-year increase, due to 
strategic investments, temporary costs, and other factors. 
Profit attributable to owners of parent rose ¥7 billion year 
on year to ¥28.4 billion, due in part to the rebound from 
the ¥9.2 billion impairment loss that was recorded in 
fiscal year 2017. 

In fiscal year 2019, sales and income are expected to 
increase due to the large order backlog. 

Orders are expected to be ¥430 billion, about the same 
level as the previous year, due to the anticipated impact 
of the transfer of the shares of a subsidiary and the 
decline in the number of large projects. 

Despite the downward impact of the transfer of subsidiary 
shares, net sales are expected to be up ¥16.3 billion (4.0%) 
year on year to ¥420 billion, owing to the large backlog of 
orders that were received in fiscal year 2018. 

We expect to see an increase in operating income for 
the third consecutive year and project that this will reach 
¥40 billion, an all-time high, due to higher net sales and 
the resulting increase in gross profits. 

Review of Fiscal Year 2018 Results and Outlook for Fiscal Year 2019

Augmenting our corporate value in 
the mid- to long-term and maximizing 
shareholder value by enhancing profitability 
and achieving sustained growth

FY2017 Results (A) FY2018 Results (B) FY2019 Forecast (C) Difference (B) – (A) % change (B) ÷ (A) – 1 Difference (C) – (B) % change (C) ÷ (B) – 1

Orders (Billions of yen) 400.3 432.0 430.0 31.7 7.9% (2.0) (0.5)%
Net sales (Billions of yen)  406.6 403.7 420.0 (2.9) (0.7)% 16.3 4.0%
Operating income (Billions of yen)  32.7 34.6 40.0 1.9 5.8% 5.4 15.6%

ROS (%) 8.0 8.6 9.5 0.6pt — 0.9pt —

Profit attributable to 
owners of parent (Billions of yen)

21.4 28.4 29.0 7.0 32.4% 6 1.9%

EPS (Yen) 80.27 106.54 108.64 26.27 32.7% 2.10 2.0%
ROE (%) 8.1 10.1 9.7 2.0pt — (0.4)pt —

Exchange rate to 1 U.S. dollar (Yen) 110.7 111.07 110 0.37 — (1.07) —
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Under the TF2020 mid-term business plan, which was 
announced in May 2018, Yokogawa is seeking to maximize 
both corporate and shareholder value over the medium- 
to long-term, and will be guided in this effort by the five 
key performance indicators of growth in orders/net sales, 

Here, we will review our performance in fiscal year 2018, 
the first year of the mid-term business plan, with respect 
to the key performance indicators targeted for fiscal year 
2020.

First, regarding the targets for orders and net sales, 
while net sales remained relatively flat in fiscal year 2018, 
orders grew more than 10% in real terms (excluding 
special factors), surpassing our expectations. In fiscal year 
2019 and beyond, the Company will seek to increase sales 
by capitalizing on a large order backlog, and will bring 
earnings per share (EPS) closer to the target level.

Return on sales (ROS) was 8.6%, a 0.6% increase from 
the fiscal year 2017 level.

Return on equity (ROE) was 10.1%, a 2.0% increase 
from the fiscal year 2018 level, surpassing the mid-term 
target, due in part to extraordinary gains from the sale of 
assets. Yokogawa will continue its efforts to maintain an 
ROE of at least 10%.

Fiscal year 2019—the interim year of TF2020—will be a 
crucial year for achieving the key performance indicators 
targeted under TF2020. Going forward, Yokogawa will 
accelerate the transformations identified in the TF2020 
plan and endeavor to maximize its corporate value, with 
the aim of realizing robust profitability that is not 
impacted by the market environment. 

earnings per share (EPS) growth, return on sales (ROS), 
return on equity (ROE), and organic free cash flow (FCF)*2. 
By increasing profits, generating cash, and improving 
capital efficiency, we aim to outperform market 
expectations. 

Key Performance Indicators and Targets for TF2020 Mid-term Business Plan

Augmenting our corporate value in 
the mid- to long-term and maximizing 
shareholder value by enhancing profitability 
and achieving sustained growth

KPIs Targets

Growth in orders / net sales 3-5%/year 

Growth in earnings per share (EPS) 7-9%/year*1

Return on sales (ROS) 10% or more (FY2020)

Return on equity（ROE） 10% or more (FY2020)

Organic free cash flow*2 85 billion yen or more 
(cumulative over three years)

Estimated exchange rate: 1 U.S. dollar = 110 yen 
*1  The growth rate is real growth, excluding temporary factors in FY2017 (e.g., impairment of goodwill, the recording of allowance for doubtful accounts, 

and gain on sale of assets) 
*2 Organic free cash flow = free cash flow (FCF) + strategic investment (70 billion yen cumulative over three years) 
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Capital Policy and Financial Strategy

Basic Approach

Under the TF2020 plan, Yokogawa is seeking to maximize 
cash flows. The Company intends to prioritize allocation 
of the cash that it generates to investments for growth 
with the goal of maximizing corporate value. Through 
these investments Yokogawa will aim to enhance its 
growth potential and profitability and further augment 
cash flows to continuously enhance its corporate value. 
The Company also aims to realize a total shareholder 
return (TSR)* that exceeds shareholders’ cost of equity.

Yokogawa intends to vigorously enhance shareholder 
return, providing that the Company remains on a sound 
financial footing. It will seek to secure a consolidated 
payout ratio of at least 30% and an increase in dividend 
payments aligned with increased profits. Yokogawa will 
strive to maintain stable dividend payments based on 

dividends on equity (DOE) even if a large loss is expected 
due to some temporary factor. 

To realize strategic investments for growth and 
aggressive shareholder returns, maintaining a sound 
financial footing is crucial. The Company needs to 
anticipate discontinuous risks such as drastic changes in 
the external business environment. In our view, an 
optimal capital structure is achieved by maintaining a 
shareholders’ equity at a level needed to retain an A rating 
and securing investment funds to ensure future growth 
even if risks materialize. In fiscal year 2019, Yokogawa will 
continue to actively allocate its funds while maintaining 
an optimal capital structure. 

*TSR: Total shareholder return
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Reference data

Industrial automation and control business by region

Industrial and automation and control business by industry

Prerequisite: Keep shareholders’ equity at a level that can maintain an A rating

Cash
Free cash flow Strategic investment＋ ＋Organic free cash flow of 85billion yen or more (3 years, cumulative) 

1) Strategic investment cap 2) Return to shareholders

1) Capital investments for growth (strategic investments) 
 Assuming that it maintains an optimal capital structure, the Company will set aside 70 billion yen for capital investments 
such as M&As and alliances over the three-year period of the TF2020 plan. 

2) Dividend policy (basic policy on allocation of profits) 
The Company will also actively improve dividend payments based on the following dividend policy.

The distribution of earnings to shareholders is a top priority for Yokogawa. By improving profitability, the Company aims to secure the funds needed to continue increasing 
its dividend payments. Specifically, Yokogawa will strive to exceed a 30% consolidated dividend payout ratio while ensuring it retains the financial base required to make 
the investments needed to maximize business performance, deliver value to shareholders over the mid- to long-term, and ensure continued growth. The Company also 
aims to maintain a stable dividend based on the dividend on equity (DOE) ratio, even when business performance deteriorates due to temporary factors.

M&A deals, alliances: 70 billion yen 
  Prioritize investment in the transformation of existing 
businesses and the creation of new businesses 
  Purposes include the acquisition of technologies, sales channels, 
products and services, customers, human resources, and know-how

Stable and sustainable dividend payment 
  Dividend payout ratio: Seek to keep at over 30% 
Even when temporary factors lead to a downturn in financial results, 
maintain a stable dividend rate based on the equity dividend rate. 

Orders FY2017 (A) FY2018 (B) YOY (B) – (A) 
Japan 107.3 111.4 4.1
Asia 118.0 124.5 6.5

[Southeast Asia and Far East] [66.5] [64.3] [(2.2)]
[China] [39.7] [42.6] [2.9]
[India] [11.8] [17.6] [5.8]

Europe/CIS 52.6 53.2 0.6
Middle East/Africa 43.7 56.7 13.0
North America 29.3 38.2 8.9
South and Central America 8.1 9.6 1.5
Subtotal Outside Japan 251.7 282.2 30.5
Total 359.0 393.6 34.6
Exchange rate to 1 U.S. dollar 110.70 yen 111.07 yen 0.37 yen

Orders FY2017 (A) FY2018 (B) YOY (B) – (A) 
Japan 107.0 109.4 2.4
Asia 115.5 120.3 4.8

[Southeast Asia and Far East] [67.4] [67.3] [(0.1)]
[China] [35.5] [40.5] [5.0]
[India] [12.6] [12.5] [(0.1)]

Europe/CIS 52.2 49.5 (2.7)
Middle East/Africa 52.3 49.0 (3.3)
North America 28.5 28.5 0.0
South and Central America 7.8 8.1 0.3
Subtotal Outside Japan 256.3 255.4 (0.9)
Total 363.3 364.8 1.5
Exchange rate to 1 U.S. dollar 110.70 yen 111.07 yen 0.37 yen

(Billions of yen)
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* “Others” include pharmaceuticals, food, electrical & electronic, iron & steel, pulp & paper industries, etc.
FY2018 results were reviewed by further refining industry categories.
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