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○Summary of FY19 1Q – 3Q Results
- Cumulative results for the third quarter indicate an increase in both
sales and operating income compared with the same period of the
previous year.

- Orders : 308.4 billion¥, down 0.1% year on year (excluding impact of
exchange rate and transfer of subsidiary’s shares:+5,7%, +17.2
billion¥)
- Sales : 297.3 billion¥, up 0.7% year on year (excluding impact of
exchange rate and transfer of subsidiary’s shares:+6.8%, +19.5
billion¥). Firm results in the Control Segment overseas.
- Operating income : 28.1 billion¥, up 12.1% year on year (excluding
impact of exchange rate and transfer of subsidiary’s shares:+19.4%,
+4.8 billion¥) due to increased sales and improvement of the gross
margin.
- Profit attributable to owners of parent was 12.5 billion¥, down 6.6
billion¥ year on year due to the recording of 5.6 billion¥ of impairment
losses on KBC’s goodwill.
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○Analysis of Operating Income

- Operating income was 28.1 billion¥, an increase of 3.0 billion¥ from
the same period of the previous year.
- Major factors were:
1. The impacts of increase in sales and improvement of the gross
margin excluding the impact of exchange rate were up 11.3 billion¥
year on year;
2. SG&A expenses increased by 6.6 billion¥ year on year excluding
impact of exchange rate due to the advance of orders and partial
changes in accounting methods. It was the negative factor;
3. The impact of transfer of subsidiary’s shares was a 0.3 billion¥
decrease year on year;
4. The impact of changes in the exchange rate was a 1.4 billion¥
decrease year on year.
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○FY18 1Q - 3Q / FY19 1Q - 3Q Comparison for Orders, Sales, and
Operating Income by Segment
- Steady growth in the Control Segment.
- Orders were up most significantly in Japan, China, and the Middle
East. Orders increased by 4.9 billion¥ year on year (excluding impact of
exchange rate: +4,9%, +13.6 billion¥).
- Sales increased by 5.9 billion¥ year on year despite a strong yen
(excluding impact of exchange rate: +5,4%, +14.4 billion¥).
- Operating income increased by 2.0 billion¥ year on year due to the
impacts of increase in sales and improvement in gross margin
(excluding impact of exchange rate: +13.1%, +3.2 billion¥).
- In the Measurement Segment, sales and profits are on a growth trend.
Orders increased by 2.9 billion¥ year on year, sales increased by 2.5
billion¥ year on year, and operating income increased by 0.2 billion¥
year on year. Both the measuring instruments and life innovation
businesses performed strongly.
- In the Aviation and Other Segment, orders decreased by 8.2 billion¥
year on year and sales decreased by 6.4 billion¥ year on year due to the
effect of the transfer of subsidiary’s shares. Operating loss was 0.1
billion¥ which improved by 0.8 million¥ year on year, due to a decrease
in expenses related to the jobs with greater development manpower.
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○Orders and Sales by Region in Control Segment
- Orders increased significantly, mainly Japan, China, and the Middle
East. Orders in Asia, Europe and CIS declined due to the impact of the
large projects in the previous year.

- Sales expanded in China, India, and the Middle East despite a strong
yen.
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○Orders by Industry in Control Segment
- Orders remained strong mainly in Chemical.
* In the short term, it is easy to be affected by the projects. Please
check it over a long period of time.
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○FY19 Forecast (Change from May8, 2019)
- Although cumulative results for the third quarter were firm, the
forecast has been revised from the forecast announced on May 8,
2019 due to the revision of the exchange rate assumption. Orders
down 12.0 billion¥, sales down 12.0 billion¥, and operating income
down 2.0 billion¥ from the previously announced forecast.
- The exchange rate assumption was changed to US$ ¥110 ➡ ¥109
and EUR ¥130 ➡ ¥121. Other currencies, such as CNY and KRW,
were also be reviewed.
*Our company's foreign currency ratio is more than 50% in US$ and
consists of many other currencies such as EUR, CNY, and KRW.

- Profit attributable to owners of parent adjusted the recording of 5.6
billion¥ of impairment losses of KBC’s goodwill (11.0 billion¥ down
from the previously announced forecast)
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○Factors Accounting for Increase / Decrease in FY19 Operating
Income (Change from May 8, 2019)
- The forecast for operating income has been revised based on the
revision of the exchange rate assumption and the cumulative results
for the third quarter.
1. Increase in gross profit from higher sales and higher gross margin:
+9.8 billion¥ ➡ +12.5 billion¥
2. Organic increase in SG&A: ▲4.1 billion¥ ➡ ▲6.8 billion¥
3. The impact of exchange rates: 0 ➡ ▲2.0 billion¥
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○FY19 Forecast for Orders, Sales, and Operating Income by Segment
(Change from May 8, 2019)
- In the Control Segment, although the performance remained strong,
the forecast has been revised due to the revision of the exchange rate
assumption (orders down 14.5 billion¥, sales down 13.5 billion¥, and
operating income down 3.0 billion¥ from the previously announced
forecast).
- The forecast for Measurement and Aviation and Other Segment have
been revised upward based on the progress that has been achieved in
these segments. In Measurement, orders up 2.0 billion¥, sales up 1.0
billion¥, and operating income up 0.7 billion¥ from the previously
announced forecast. In Aviation and Other, orders up 0.5 billion¥,
sales up 0.5 billion¥, and operating income up 0.3 billion¥.
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○FY19 Forecast for Control Orders and Sales by Region (Change from
May 8, 2019 forecast)
- The forecast by region has been revised based on the revision of the
exchange rate assumption and the cumulative results for the third
quarter.

- Difference from the forecast announced on May 8, 2019
<Orders>
South-eastern Asia and Far East: ▲4.0 billion¥
China:
▲1.0 billion¥
India:
▲3.0 billion¥
Europe and CIS:
▲4.5 billion¥
Middle East and Africa:
▲1.0 billion¥
North America:
▲1.0 billion¥
Central and South America:
no change

<Sales>
▲3.0 billion¥
no change
▲2.0 billion¥
▲3.5 billion¥
▲2.5 billion¥
▲2.0 billion¥
▲0.5 billion¥
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○Dividend (No change)
- As per our dividend policy, no changes have been made to the
dividend forecast.
- The annual dividend will be at a record high for the second straight
year.
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- I will focus on the recognition of current situation and our
future direction to work with KBC.

There are two things I want to share with you today.
① "Challenges exist, but YOKOGAWA is transforming
and growing steadily"
② “To grow further, we need the power of KBC."
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(Market conditions)
We have an impression that there are growing concerns about economic slowdown
at a macro level, such as trade friction between the United States and China and
geopolitical risks in the Middle East.
- On the other hand, our financial results are as firm as before, and, excluding
exchange rates, are estimated to have reached a record high level (*orders,
sales and operating income).
- Continued strong OPEX demand, including investment in information systems to
improve productivity and environmental investment (Example: China, India, and
other regions with severe environmental regulations)
- Shift to clean energy for solving social issues is accelerating day by day
- Under these circumstances, We have an impression that opportunities for "LNG
Projects" in which we are strong, are increasing.
(Region)
- Topics: At the end of the year, we announced a strategic alliance with Saudi
Basic Industries Corporation (SABIC). Orders and sales are firm in "Middle East",
and responding to localization needs is one of the factors. Some may see this as a
temporary increase in costs, but we recognize that this is a strategic investment for
sustainable growth such as regional development.
- In addition, our businesses in countries such as Japan, India and China are
currently strong, and we will be expecting on gas projects in North America from the
next fiscal year onward.
(Industry)
- “Chemical” industry, which is one of our target industries, is firm, and the base for
functional materials and other products is expanding. Investments to “Oil to
Chemical” projects (i.e. the convention of crude oil to chemicals) are continuing. In
addition, “Food and pharmaceutical” industry, a non-energy and our target
industry, mainly in Japan, is also strong.
- Again, demand for investment in gas including LNG is expected to continue in the
mid- to long-term. we will continue to expand the scope of our business, including
collaboration with KBC, in addition to the existing IA business.
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- I will explain the current status of KBC in the context of solid results.
○ <Results achieved> since the acquisition KBC in April 2016 :
- We have established a unique position to deliver value to customers through
value chain and production optimization, asset management, and other means.
- In addition, we were able to build new models and solutions thanks to
integrated solutions of Yokogawa and KBC, and transformation of KBC.
As a result of these efforts, orders are currently on an improving trend.
○ On the other hand, <Issues>:
- The market itself is changing in tandem with changes in the business
environment due to factors such as the decline in oil prices after the
acquisition, and the customers of refineries, is KBC’s forte industry, are
struggling.
- In particular, the consulting business market has not grown as much as we
expected. However, the technology (software) business, especially simulation
software, is growing by about 6% every year.
- And most of all, we recognize that there were issues with the “speed" of
the business.
While there are a number of factors behind this, we are currently building a
business structure for the future, including shifting our organizational
management and resource allocation to growth areas.
The deviation from the business plan, including the above, is the background of
the recording of impairment losses on goodwill and the like.
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(Actual examples of synergy)
- Synergy orders are accumulating year by year, and the total
amount is over 9 billion yen.
- This time, we're talking about refinery project in the Middle
East.
It is a digital transformation project that remotely monitor and
integrate nearly 100 sites from the headquarters.
This is a three-year project that KBC obtained through
consulting, advice for organizational change and education, to
customers. This is a project that YOKOGAWA and KBC won in a
technical competition through our comprehensive strength.
- Other than that, orders are increasing worldwide in Asia,
including Japan, the Middle East, India, and China, although we
cannot introduce them for our customers' convenience.
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(Three synergies)
- We will explain the results and issues more specifically by using the slide.
- This is a diagram illustrating the expected synergy between YOKOGAWA
and KBC from three perspectives
- First of all, there is a perception that generally things are going well, such
as expanding business to new customers who have not done business with
each other as “Customer Synergy”. And realizing one-stop solutions with
YOKOGAWA which is strong in IA business and KBC which is strong in
consulting to management, with the intention of supplementing functions
that are lacking with each other as “Functional enhancement synergy” is
generally things are going well, too. These results are reflected in the
accumulation of orders through the synergies I mentioned earlier.
On the other hand, we also realized that it takes more time from preparation
of JOB to sales than we had expected.
- The third perspective, “Value-added synergy" is the most challenging in
terms of speed.
- While reflecting on the fact that it takes more time than expected, we must
work even faster on providing unprecedented new solutions and services by
creating a chemical reaction of the experience and know-how of each
member of YOKOGAWA and KBC, and make generate significant synergies.
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- Three years have passed since the acquisition, and we have
been able to receive orders for large-scale PJT of more than 1
billion yen from new customers in Japan, the Middle East, India
and other countries. We expect to win orders for many projects
in the future.
- Therefore, KBC is essential for our group's future growth
strategy.
- As originally intended, we will effectively combine YOKOGAWA's
strengths in IA business with KBC's consulting capabilities and
technologies to expand our “Problem-solving type of OPEX
businesses”.
- "DX (digital transformation)" is the key.
- As mentioned earlier, we are aiming to "establish a new OPEX
business model" by reviewing organizational structure including
allocation of resources, collaborating with the DX division.
And we also have already began working with customers to
establish a new OPEX business model, utilizing our knowledge in
Japanese industries.
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<Vision>
- Our goal over the mid- to long-term is to build a robust
profit structure that is profitable regardless of what happens
in the external environment.
- As you can see from the graph, our profits have grown
steadily without being significantly affected by fluctuations in
oil prices or exchange rates.
This is also the result of our efforts to transform us around
the OPEX business by leveraging the strengths of IT and OT.
- We will continue to transform ourselves into a sustainable
growth company that solves social issues.
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<Our direction>
- Finally, about our future direction of management
- We will continue to leverage our core competencies
"Measurement", "Control," and "Information" to resolve
social, environmental, and economic issues, increase
business value, and ultimately maximize corporate
value.
- To this end, we will first achieve "Creating opportunities"
and “Establishing a foundation for growth" and contribute to
the realization of a sustainable society.
- We ask for the continued support of our shareholders and
investors.
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