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○Summary of FY18 Results

- Cumulative results for the FY18 indicate an decrease in sales and 
increase profits compared with the same period of the previous year.

- Orders: 432.0 billion¥, up 7.9% year on year. The Control Segment 
is showing steady results.

- Sales: 403.7 billion¥, down 0.7％ year on year, and is due to the 
strength of the yen primarily against emerging currencies, the transfer 
of a subsidiary’s shares, and other factors. 

- Operating income : 34.6 billion¥, up 5.8% year on year. 

While expenses rose due to further strategic investments, as well as 
transitory costs such as payment of duties and recording of 
allowances overseas, profits increased due to a reduction of 
allowances for doubtful accounts from the previous year and other 
factors.

- Profit attributable to owners of parent was 28.4 billion¥ and up 7.0 
billion¥ year on year, reflected the ¥9.1 billion impairment loss 
recorded last year.
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○Summary of FY18 Results (Comparison with forecast)

- Orders has been exceeded, but Sales and Operating income have 
not been achieved.

- Orders were up 12.0 billion¥ compared with the FY18 forecast. The 
Large project orders contributed to increase orders.

- Sales were down 6.3 billion¥ compared with the FY18 forecast, 
mainly because sales on multiple projects was shifted to the FY19.

- Operating income was down 1.4 billion¥ compared with the FY18 
forecast. It was not achieved due to the lower than expected sales, 
transitory costs that reduced the gross margin ratio, etc.



○Analysis of Operating Income（FY17/FY18 comparison）

- Operating income was 34.6 billion¥, a increase of 1.9 billion¥ over the 
year prior.

- Major factors were:
1. Increased sales leading to 3.7 billion¥ year on year increase in 

gross margins; 
2. Gross margins improving year on year by 1.7 billion¥,
Gross margin was down 400 million¥ due to transitory costs such 
as payment of past duties and recording of allowances overseas;

3. SG&A decreased year on year, including 2.4 billion¥ expended on 
strategic investments, which led to a 3.4 billion¥ decline in profits;

4. In relation to KBC, there was a ¥3.8 billion increase due to 
decrease of goodwill depreciation, reflection of the ¥2.7 billion in a  
reduction of allowances for doubtful accounts recorded in the 
previous year, etc.;

5. The impact of transfer of subsidiary’s shares was a 400 million¥
decrease year on year;

6. The impact of accounting changes was a 600 million¥ decrease 
year on year;

7. The impact of changes in the exchange rate, particularly the 
appreciation of the yen against the currencies of emerging countries, 
was a 800 million¥ decrease year on year.
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○FY17/FY18 Comparison for Orders, Sales, and Operating Income by Segment

Control Business remained firm.

- Orders are strong, particularly outside Japan. Large projects ordered in the 
FY18 4Q contributed to a significant increase of 34.6 billion¥ from the same 
period of the previous year (42.1 billion¥ excluding the impact of exchange 
rates).

- The large projects ordered in the FY18 4Q have not yet contributed to sales, 
but the products sales in China and other regions remains strong, resulting in 
an increase of 1.5 billion¥ from the same period of the previous year (8.2 
billion¥ excluding the impact of exchange rates).

- Operating income increased significantly, rising 3.6 billion¥ from the same 
period of the previous year (4.4 billion¥ excluding the impact of exchange 
rates). This was mainly due to an increase in sales and a decrease in the 
allowances for doubtful accounts in the previous year.

- The measurement business remained firm, with orders and sales each 
increasing by 600 million¥ from the same period of the previous year.

- Operating income decreased by 600 million¥ from the same period of the 
previous year due to upfront investments in our Life Innovation business.

- In the aviation and other businesses segment, orders decreased by 3.5 billion¥
from the same period of the previous year, while sales likewise decreased by 
5.0 billion¥. This was largely due to transfer of subsidiary’s shares.
- Operating profit decreased due to a decrease in sales and gross margin ratio

- One factor in the decline of operating income was jobs with greater 
development manpower for the aviation business.
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○Orders and Sales by Region in Control Segment

- Orders increased significantly, partly driven by orders for large projects in 
the Middle East, North America and India. Orders also increased in China, 
Europe/CIS, Central America and South America.

- Sales increased significantly in China, which had a backlog of orders from 
the previous fiscal year.

※Destination-based
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○Orders by Industry in Control Segment

- Orders of downstream expanded significantly, increasing 23.4 
billion¥ from the same period in the previous year. This growth was 
driven by orders for large projects, particularly in the Middle East.

- The upstream and chemical sector are also firm.



○Order Backlog Trend by Segment

- Order backlog expanded significantly, increasing 20.5 billion¥ from 
the same period in the previous year. 

- The control business increased significantly, rising ¥28.8 billion from 
the same period in the previous year. Since we have accumulated a 
order backlog, particularly from the FY18 4Q, some orders are 
planned to be booked as sales in the FY19 or afterwards.

- The measurement business was on par with the previous year, rising 
¥200 million from the same period in the previous year.

- The aviation and other businesses segment decreased 8.5 billion¥
from the same period in the previous year. This was due to the impact 
of transfer of subsidiary’s shares.
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○Appendix: Order Backlog Trend by Segment  

(Using FY18 4Q exchange rate)

- Order backlog was up 21.9 billion¥, excluding exchange rate.
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○Trend of Cash Flow

- Operating cash flow decreased to 21.4 billion¥ by 10.6 billion¥ from 
the same period of the previous year, mainly due to the discontinued 
liquidation of receivables (impact: 13.3 billion¥).

- Free cash flow decreased to 17.3 billion¥ by 8.1 billion¥ from the 
same period of the previous year. However, excluding the impact of 
the discontinued liquidation of receivables, it remained firm in real 
terms.
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○FY19 Forecast

- An increase in sales and operating income is expected compared to 
the previous year.

- Orders: 430 billion¥, down 2 billion¥ from the previous year. Due to 
exchange rates (particularly with respect to emerging countries), 
transfers of subsidiaries and an expected decline in large projects, 
orders are expected to be on par with the previous year.

- Sales: 420 billion¥, up 16.3 billion¥ from the previous year. An 
increase in revenue is expected due to a high-level order backlog  
from the FY18.

- Operating income: 40 billion¥, up 5.4 billion¥ from the previous 
year. This is expected to be the highest profit in the company's 
history. The profit increase is largely due to an increase in gross profit 
from higher sales.
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○Factors Accounting for Increase/Decrease in 

FY19 Operating Income

- Operating income: 40 billion¥, up 5.4 billion¥ from the previous 
year. This is expected to be the highest profit in the company's 
history.

- Major factors are:

1. Due to increased sales, gross margin is expected to increase by 9.8 
billion¥ from the previous year;

2. SG&A are expected to increase from the previous year, including 
strategic investments in the Life Innovation business, IIoT business, 
digital transformation, etc., leading to a 4.1 billion¥ decrease in 
operating income;

3. The impact of transfer of subsidiary’s shares is expected to result in 
a 300 million¥ decrease from the previous year;

4. Changes in exchange rates are expected to have no effect.



○FY19 Forecast for Orders, Sales, and Operating Income by Segment

- The control business is expected firm.

- Orders are expected to increase by 6.4 billion¥ from the previous 
year. This growth is only about 1% because some PJTs orders, which 
were expected to get in the FY19, were got in the FY18.

- Sales is expected to be significant up 22.2 billion¥ year on year due 
to the large order backlog.

- In the measurement businesses, Compared to the previous year, 
orders are expected to increase by 1 billion¥, while sales are expected 
to increase by 1.2 billion¥. Operating income is expected to decrease 
by ¥400 million due to upfront investments.

- In the aviation and other businesses, compared to the previous year, 
orders are expected to decrease by 9.4 billion¥, while sales are 
expected to decrease by 7.1 billion¥. This decline is primarily due to 
the impact of transfer of subsidiary’s shares.

- Taking into account the jobs with greater development manpower 
for the aviation business, we expect a deficit of 500 million¥. 
However, we will work continuously to improve this loss.
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○FY19 Forecast for Orders and Sales by Region in Control Segment

- An increase in orders is anticipated in markets such as Asia.

- Sales are expected to increase mainly in India, the Middle East and 
North America, in the background of the high level of order backlog.

※Destination-based
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○Treasury strategy and capital policy

- No change to basic policy

- The first priority is to allocate the generated FCF to strategic 
investments such as M&A and alliances.

- The point of return to shareholders is to pay stable and sustainable 
dividend.
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○Dividend

- Changed 

- FY18: Increasing year-end dividend forecast  from 15 yen to 17 yen 
per share
The annual dividend per share for fiscal year 2018 will be 32.00 yen 

such the best in the past

- FY19: Regarding dividends for the next fiscal year, we plan to pay 
the highest level of annual dividends ever by paying 34 yen per share 
(interim 17.00 yen, year-end 17.00 yen).
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- After joining the company as a sales engineer, I was responsible for 
chemicals industry clients as part of the sales department.

- Thereafter, as my customers’ overseas operations grew rapidly, I 
spent time working in Singapore and Thailand.

- From 2007, I was responsible for domestic oil, chemicals sectors, 
and customers plant-related. From 2010, I oversaw all domestic sales, 
engineering, general service operations. 

- In 2013, I have launched a new subsidiary, Yokogawa Solution 
Service, which operates on a solutions business. I've been in charge 
for five years.

- Last year, I was in charge of the new Life Innovation business unit.

- This is my second appearance at the company’s financial results 
briefing, with the previous occasion coming in November, 2016. At 
that time I made a presentation on the domestic “solutions business” 
and “value chain,” with a particular focus on Yokogawa’s solution 
service, and the company’s domestic operations. Incidentally, at the 
time, the share value was ¥1,500, while it is now 1.5 times that at 
¥2,300.

- I would like to extend my thanks to you all for your support in 
getting here.

- I would like to go on developing YOKOGAWA Group. 
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＜The Yokogawa Philosophy＞

- We explain “the founding principles” and “the Yokogawa Philosophy”.

- Our founder was an architect called Dr. Tamisuke Yokogawa (in 
terms of buildings that are still standing, he is most famous for the 
“Nihonbashi Mitsukoshi” building.)

- For over a hundred years since our founding in 1915, we have 
continued to adhere to the three founding principles of “quality first,” 
“pioneering spirit,” and “contribution to society.”
- The Yokogawa Philosophy are “As a company, our goal is to 
contribute to society through broad-ranging activities in the 
areas of measurement, control, and information” and
“Individually, we aim to combine good citizenship with the 
courage to innovate”.

- Based on this philosophy, we aim to be first to adapt to changes in 
society, and grow even as we reform ourselves under challenging 
conditions.

- In order to continue to be the business our customers and society 
need, we intend to take on the challenge of finding new ways to 
create value, together with all of our stakeholders.

- Inheriting these founding principles and philosophy, our 
management is determined to “change what needs to be changed.”



＜Overview of long-term business framework and mid-term business 
plan ＞

- Explanation of YOKOGAWA’s current situation.

- Currently, the second year of Transformation 2020 “TF2020”

- We are currently right at the mid-point of the ten-year long-term 
business framework stretching from 2015 to 2025, as well as of 
“Phase 2” of our med-term business plan.

- Phase１: From 2015 year to 2018 year, Implement of Establishing a 
foundation for growth by transforming our business structure

- Phase２: For 3 years, As version 2 of the Revolution, “Creating 
opportunity and establishing foundation for growth” will be aimed.

- In addition, since 2020 year, “Growth to become an even more 
profitable company” will be aimed.

- We established sustainability goals (Three goals) for 2050 in order to 
help make the world a better place for future generations.
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＜Sustainability targets＞

- Details of the sustainability targets "Three goals" 

- We are aiming to set quantitative goals in the three areas of “net-
zero emissions,” “well-being,” and “circular economy,” and contribute 
to these areas through our business.

- We supported recommendations of “the Task Force on Climate-
related Financial Disclosures (TCFD)” on March, 2019.

- The entire Yokogawa Group will address these targets, which are 
incorporated in our business plans, in order to solve issues that 
concern all in our society.
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＜Changes to environment & current situation ＞

- This is a slide we showed last May when we announced our medium-term 
management plan. It has now been one year since that announcement, but, 
acknowledging the external environment, there have been no major changes 
such as altering strategy.

- Looking back on this year, however, there are a few points where we can 
sense some signs of change.

- The first is that there are “increasingly localized needs in each country.”
In concrete terms this means that developing countries and resource rich 
countries are moving to develop industry domestically. (For example, there is a 
need in those countries to develop and grow production and engineering 
functions domestically.)

- Another point is that with the “increased demand for solutions to social 
problems,” there are moves towards “TCFD” and “SDGs” across the world.

- These changes are, if anything, going to act as a tail-wind for us. These are 
business opportunities to act on our strengths as a company that we can 
grasp.

- The reason for this is that YOKOGAWA has developed with customers and 
the societies through a plant life cycle spanning over 30 years on the ground 
in each of these countries. This are strengths we have built with our 
customers and the societies we operate in, based on our continually 
developing “deep and secure relationship of trust.”
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＜Current Situation ＞

（Market conditions）In overall terms, with the IMF revising down its economic 
projections, and rising uncertainty abounding, there is a sense that the economy could 
be slowing down.

- On the other hand, the price of oil is maintaining relative stability at around 60 USD per 
barrel. OPEX investments are continuing, particularly with an eye to improving 
productivity.

- In an effort to solve social problems, the shift to clean energy is also accelerating. In 
concrete terms this has meant large investments in LNG projects.

（Region）In addition to so-called emerging countries such as China, India, and Middle 
East, where we are strong, things are going well in Japan, which holds the largest share 
of our business and is our largest scale market. The North American market is also going 
strongly at the present moment. We are also paying attention to the situation in Russia, 
where a lot of gas projects are making progress.

（Industry）There is a lot of activity going on downstream including petrochemicals. 
Demand in chemicals also appears to have stabilized, and is likely to begin broadening. 
There are also good signs in “oil to chemical” activities (i.e. the conversion of crude oil to 
chemicals). Investment in natural gas including LNG also looks to be tending to recover 
upstream, while outside of energy, the food products and pharmaceutical sectors are also 
going strong.

- At one year out from the beginning of the med-term business plan it is still too early to 
be making judgments, but it is likely the growth rate in the CAPEX market, which had 
been predicted to be low at this point, is likely to exceed those predictions from here on 
out.

- Due to the effects of the trade conflict between the USA and China, however, there is a 
risk of a global slowdown in investment. We are particularly concerned about how things 
are going in China, but fortunately, based on the results, our fears are yet to materialize.
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・ Explanation of review & action of mid-term business plan "TF2020"
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<TF2020 basic strategy>

- The image of basic strategy when they were announced in our 
mid-term business plan.

- Three strategies are as follows.

1. Transformation of existing businesses

2. Creation of new businesses and transformation of 

business model

3. Improvement of productivity through Group-wide 

optimization

・The core foundation supporting these innovations will be digital 
transformation which will drive the value creation.
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<Transformation of existing businesses：Control Business Expansion of 
OPEX business>

・Explaining expansion of OPEX business for transformation of existing 
businesses

・Our business targeting our installed base is steadily growing

・We have been aiming for 7-10% OPEX orders growth in overseas. 
This financial year we achieved growth of 8.3% (from a position of 70 
billion yen in orders in 2017).

・Steady growth of service businesses such as maintenance & 
operations in Southeast Asia, Europe, India, etc.

- Our policy is to expand our OPEX business by further integrating the 
solutions business that KBC holds with the Advanced Process Control 
(plant optimization), EMS (energy management system), and other 
solutions that we have already developed.

- Enhancement of human resources “＋75 people” in maintenance & 
operations businesses
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＜YOKOGAWA’s Business Model（e.g.）＞

・This slide is the image of our business model. The figure shows 
sustainable growth by balancing CAPEX and OPEX business.

- YOKOGAWA’s scope of operations is not limited just to its OPEX 
business.

- There is no change in the importance of the OPEX business being on the 
long-term axis, but it is also important to balance this with the CAPEX 
business.

- The reason is that while newly CAPEX investments is changed by market 
trends and customers financial situations, it will become the customers 
OPEX of the future.

- As a result, it is critical that we have the pioneering spirit to take on new 
work and challenges, even at the cost of some risk, so that we can ensure 
our future sustainability and increased profitability.

- It is also important to base our business on “trust” as plants are 
operated on the long-term assumption that they will work for 30-40 
years.

- From here on out we will continue to have a business model where the 
OPEX business is a central axis, based on our relationship of trust with our 
customers, while we balance the need to grow the CAPEX business as 
well.
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＜Further strengthening in target industries “chemical, renewable 
energy”＞

- We explain progress of further strengthening in target industries 
“chemical, renewable energy” to accelerate transform existing 
business.

- Speaking mainly in terms of chemicals numbers, in two industries in 
2017 we had overseas orders in approx. 40 billion¥. With a goal of 
3-5% growth year on year, we have made a very solid start this 
financial year with 8.1% growth.

- We made particular gains in our area of strength in chemicals in 
India and China.

- We will be putting our efforts going forward into developing new 
solutions for our existing Japanese customers, while developing new 
customers in countries like China (see the diagram to the right).

- On the other hand, in terms of our efforts in renewable energy, the 
scale of our operations remains very small. We are currently working 
to expand our portfolio of operations by collaborating with other 
companies that have greater know-how.
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- The controls business currently makes up 90% of our overall 
business, so I will speak briefly about our two other existing areas of 
operations: measurement, and aviation & other businesses.

＜Measurement＞

- We are continuing to focus on developing unique and competitive 
products, centered on our measurement business.

＜Aviation & other＞

- Last December we transferred away 100% of our shares of 
Yokogawa Denshikiki Co., Ltd. which primarily manufactured marine 
navigation equipment”.

- As a result, this segment will halve in scale. From here on, we will 
be focusing on improving profitability in the aviation business.
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＜Creation of life innovation business＞

・We explain ”creation of life innovation business” for “creation of new 
businesses and transformation of business model”

- I have been in charge of taking this business on for a year now.

- It has been a hard struggle, but we have now made a strong start towards 
getting that business established.

- One goal of the mid-term business plan has been to increase the FY17 sales in 
the food and pharmaceutical sectors from 12 billion¥, to 2-3 times that figure, 
including through M&A and alliances.

- In the previous year we expanded our resources by making mid-career hires 
from some of our customers, and by acquiring NKS, which has strengths in the 
area (this brought the company from a headcount of around 100 to 260).

- The result of this financial year has been that we increased our sales to 1.4 
times their previous level. We saw particular growth in Japan, China, and 
Europe. For example, while this is not the biggest deal in terms of yen amount, 
we received an order from a Kanazawa-based business focusing on the 
manufacture of confocal scanners (providing bio-solutions for live cell 
observation devices and drug discovery), resulting in our highest ever sales 
revenues.

- Demand for greater “safety” and “efficiency” continues to increase in both the 
food products and pharmaceuticals industries. Responding to this, we are 
accelerating our business by continuing to invest in new product development, 
such as bio-reactors, while making use of our Japanese industrial experience 
and strong track record.
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＜Improvement of productivity through Group-wide optimization＞

- Our policy here is to use the resources we manage to extract by 
cost-cutting to invest in further growth, so we are proceeding apace 
both on the “finding savings” and “investing in growth” sides.

- In concrete terms, we are working to increase productivity by 
automating around 60 processes through proactive use of RPA, in 
order to optimize our group structure.

- On top of that, we are expanding the use of our Bangalore, India 
Central Engineering Center (CEC), which has already produced 
significant results, as well as constantly strengthening our use of 
digital technologies to further our cost-down endeavors, in order to 
optimize our cost structure.

- At the same time, we are executing measures to achieve high added 
value and high efficiency dividends through measures such as 
investment in new bio and life innovation operations, as well as 
strengthening our human resources through the provision of internal 
university programs.
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＜Digital Transformation (DX)＞

- DX is the driving force behind our efforts to achieve three reforms.

- The goal is a fusion of OT & IT, and we established a new organizational 
structure in April, 2018 and drew blueprint for reform.

- Create value in-house that will allow us to deliver more value to our 
customers.

- In terms of providing value for Yokogawa, we plan to made in global 
optimization of "IT" and to reduce number of apps by 2/3.

- In addition, we are optimizing global IT infrastructure and making it 
uniform across over 100 global firms. Furthermore, we are driving a 
switch to the cloud.

- In terms of providing value for customer, we will make use of IIoT
architecture. Another key initiative is shoring up security services.

The creation of systems that guarantee security in the control domain and 
provide services around that, as well as increase in projects involving 
appraisal of clients’ current conditions, are on the rise.

- By maintaining a constant level of investment in DX, we will drive 
changes in our business.
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＜Yokogawa’s future＞

- We explain Yokogawa’s future including mid to long-term 
perspective.
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＜TF2020 2nd year targets - FY19 forecast＞

- First of all, I would like to go over our management goals for this period in 
numerical terms.

- From FY17, we are expecting consecutive increases in profit. In particular 
we are forecasting record operating profits of 40 billion¥.

- In 2015 we logged operating profits of 39.6 billion¥, when the dollar was 
worth 120 ¥.

- In other words, YOKOGAWA is moving in the right direction in substantial 
terms.

- In fact, even on a yen basis, sales in control business are at a record high.

- Our results were realized for approx. ten years in the YOKOGAWA Group 
due to exiting past unprofitable businesses, optimizing our cost structures, 
and shifting resources to the control business. To us, this means that this 
financial year represents an opportunity to shift on a new stage of 
challenges.

- There are unclear points in the business environment, which means that it 
is not a simple task to make numerical forecasts for this period. At any rate, 
in terms of our med to long-term goals, 40 billion yen is a hurdle that as a 
company we have to clear.

- We aim to achieve our goals for the period with clearing the challenges 
that lie ahead of us and carrying out the three transformations I have 
explained so far.
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＜TF2020 management indicators＞

- The management indicators are aimed to achieve in 3 years.

- It would be premature to make judgments about our progress 
towards these goals on the basis of a single year, but looking at our 
level of orders and the positive feedback we are getting from our 
clients, I think it is fair to take this as an overall solid start.
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＜Enhancement of corporate governance＞

- Corporate governance is crucial to our efforts to achieve sustainable 
growth, and increase our company’s value. We have continued to 
work to strengthen ourselves in this area.

The red line of the slide indicates the contents which assume the 
agreement at the annual shareholders meeting of this year.

- The points are:

1. Selected foreign nationality as director for the first time; 

2. Outside director to be nominated for position of chairman of 
Board of Directors.

- We intend to continue our efforts to strengthen our corporate 
governance and diversity, with three foreign executives being part of 
our executive structure, as in the previous year.
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＜Vision＞ Resilience Management

- This is the mid to long-term vision that we are aiming for.

- This slide shows the trends over the last ten years in the price of oil, 
the USD-JPY exchange rate, and our company’s operating profits.

- As outlined in our mid-term business plan, the stance we are aiming 
for is one of developing a profit structure that is resilient to the 
external business environment.

- This is what is sometimes called “resilience management.” In other 
words, we aim to be a strong company that can continue to overcome 
challenges regardless of the changes occurring around us, that 
ensures we have a resilient profit structure, and achieves record high 
results.
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＜Direction＞

- The first vantage point concerns a medium- to long-term approach 
to management.

The key here is committing to our stakeholders, among them 
customers, over the course of what is a comparatively longer business 
cycle.

- The second is making new and better attempts in terms of growth 
and efficiency. Growth would imply, for instance, not just organic 
growth, but considering actively employing M&A operations, etc.. In 
terms of efficiency, the big key is digital transformation. As a result, 
we are aiming to maximize our corporate value.

- To that end, for the three-year TF2020 period, we are creating 
growth opportunities and building a basis for future growth, while 
contributing to the realization of a sustainable society.

- We ask for the continued support of our investors and shareholders.
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