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Presentation 

 

Moderator: The time has come, so we will now begin the briefing on Yokogawa Electric Corporation's financial 
results for FY2020 and mid-term business plan. Thank you very much for taking time out of your busy schedule 
to join us today. 

Mr. Nara, President and CEO, Mr. Anabuki, Director, Executive Vice President, and Head of Corporate 
Administration Headquarters, and Ms. Nakajima, Vice President and Head of Accounting & Treasury 
Headquarters, are with us on today's conference call. 

Now, Mr. Anabuki will now begin with an overview of the FY2020 financial results. After that, Mr. Nara will 
explain our midi-term business plan, Accelerate Growth 2023. The question and answer session will be held 
after Mr. Nara's explanation is over. 

The entire conference call is scheduled to last about 1 hour. The presentation materials are available on the 
websites of the Tokyo Stock Exchange and Yokogawa Electric Corporation. 

Now let's begin the briefing. 
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Anabuki: I'm Anabuki from Yokogawa Electric Corporation's Corporate Administration Headquarters. Thank 
you for joining us today. I would like to begin by explaining the summary of our consolidated financial results 
for the fiscal year ended March 31, 2021 in accordance with the materials. We would appreciate it if you could 
set up the document on your screen, etc. 
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Page 2 of the document and beyond show the summary of our consolidated financial results.  

 

 

The first 3 pages are the key points, and I hope you will check them later. 

 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
5 

 

 

Page 4 is the Summary of FY20 Results, YoY Comparison. 

Orders and sales were JPY355.8 billion and JPY374.2 billion, respectively, a decrease of JPY62.9 billion and 
JPY30.2 billion from the previous year. The rate of change was minus 15% and minus 7.5%, respectively. 

Operating income was JPY31.6 billion, down JPY4 billion. Profit attributable to owners of parent was JPY19.2 
billion, a JPY4.5 billion increase due mainly to the recording of goodwill and other impairment losses in the 
previous year. 

Excluding the impact of exchange rate and the transfer of subsidiary’s share, the organic growth rate of orders 
was minus12.7%, and that of sales was minus 5.2%. 
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Page 5 shows the difference from the forecast as of February 9th. 

Orders were minus JPY4.2 billion, and sales were minus JPY0.8 billion. The difference in orders widened a little, 
but sales were slightly below the target. 

Operating income was forecasted at JPY30 billion, which is a positive JPY1.6 billion.  

Profit attributable to owners of parent was almost in line with our forecast. 
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Page 6 shows the staircase graph for the analysis of operating income. 

It stood at JPY31.6 billion, down from JPY35.6 billion the previous year.  

If we exclude the transfer of subsidiary’s shares on the right and the impact of exchange rate of approximately 
JPY2 billion, the figure would be JPY33.6 billion, which would represent a decrease of JPY2 billion. 

The biggest factor is the decrease in gross profit from lower sales, which is shown in the leftmost box, resulting 
in a negative JPY9.1 billion.  

We recovered from this by improving the gross profit margin by JPY0.9 billion and reducing SG&A by JPY6.2 
billion, but overall, the organic profit decreased by JPY2 billion. 
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Page 7 shows orders, sales, and operating income by segment. 

In the Control business, there was a decrease due to the impact of COVID-19 and exchange rate. On an organic 
basis, orders decreased by 13.8% and sales decreased by 5.2%. Operating income decreased by JPY0.7 billion 
on an organic basis, mainly due to lower sales. 

In the Measurement business, sales were solid, but operating income declined due to upfront investments in 
the Life Innovation business, etc.  

In the Aviation and Other business, sales and operating income declined due to the sluggish demand of the 
aviation-related equipment. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
9 

 

 

The next page 8, will be the orders and sales by region in the Control segment. 

On the left side, orders in China and Central and South America were higher than the previous fiscal year, and 
remained steady under the current situation, but orders in other regions decreased significantly. Even when 
the impact of exchange rate and transfer of subsidiary’s shares is excluded, orders would still be negative 
JPY52.8 billion, or -13.8%. 

On the right side, sales in China, North America, and Central and South America exceeded the previous year's 
level, but sales in other areas declined. Organic sales grew at negative 5.2%. 
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Page 9 shows the orders by industry in the Control segment. 

FY2019 and FY2020 are arranged side by side, and from the bottom of the bar graph, they are categorized as 
Upstream, Downstream, Chemical, Power, Water, and Others.  

In particular, there was a large double-digit decline in the Upstream and Downstream energy-related 
industries compared to the previous fiscal year. 
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Page 10 shows the trend of cash flow.  

cash flow was JPY32.8 billion, investment cash flow was minus JPY18.6 billion, and free cash flow was minus 
JPY14.2 billion, the same level as the previous year. 
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Starting from page 11 is the forecast for FY2021. 

Our target is JPY380 billion in orders, JPY370 billion in sales, JPY25 billion in operating income, JPY25 billion in 
ordinary income, and JPY16 billion in profit attributable to owners of parent. 

We expect that the decline in orders due to the impact of COVID-19 will bottom out and orders will gradually 
recover in the future. However, we expect that the recovery will start with small projects (mainly OPEX-
related), and large projects (mainly CAPEX-related) will recover with some delay. 

As for sales, the order backlog at the beginning of the fiscal year has decreased significantly. The double-digit 
loss of orders in the previous fiscal year had a significant impact on the order backlog at the beginning of the 
fiscal year, and we expect that it will take some time to recover in terms of sales, which is why we are 
forecasting a decrease in sales. 

Operating income is forecasted to decrease due to the decrease in sales, the reactionary decline in 
government subsidies, and the increase in expenses from upfront investments in new businesses. 
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Page 12 shows the staircase graph of FY21 operating income. 

Operating income is forecasted to decrease from JPY31.6 billion in FY2020 to JPY25 billion. The impact of 
exchange rate is expected to be JPY400 million. 

Excluding the impact of exchange rate, the decrease in gross profit from lower sales stands at JPY3.5 billion 
as shown on the leftmost side. Also, the lower gross margin of minus JPY0.6 billion and the increase in SG&A 
of minus JPY2.9 billion are factors that reduce operating income.  

As for the increase in SG&A, Organic SG&A have been reduced in FY20, but will be further reduced in FY21. 
However, government subsidies received from each region in FY20 will be suspended and upfront investments 
will be made, so SG&A are planned to increase as a whole. 
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On page 13, is the concept behind the segment changes and FY2021 forecast. 

From FY2021, the name of the Test and measurement segment will be changed to the Measuring Instruments 
segment. The Life Innovation Business, which was included in the Test and measurement segment, will be 
changed from the Measurement segment to the Control segment. 

In the Control business, orders in FY2021 were JPY353.5 billion, sales were JPY344.5 billion, and operating 
income was JPY24 billion, which is the similar to the company-wide situation. 

As for orders, we expect an increase in this area as we project a certain level of recovery in customers’ 
willingness to make investment due to the decline in COVID-19 cases. 

As for sales, we expect that recovery will take some time this fiscal year as the order backlog at the beginning 
of the fiscal year has decreased significantly. 

As for the new Measuring Instruments business, orders, sales, and operating income are expected to be on 
par with FY2020.  

In the Aviation and Other business, orders and sales will be on par with FY2020. Operating income is expected 
to decrease due to increase in upfront investments related to new businesses. 
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Page 14 shows the forecast for orders, sales, and operating income by segment.  

As for the impact of changes to business segmentaion (Measurement → Control) in the Life Innovation 

Business, which I mentioned in the previous page, in FY2020, orders received were JPY5.9 billion, net sales 
were JPY5.7 billion, and operating income was minus JPY2.1 billion.  

These figures have been changed to the Control business from the former Measurement business. 
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Page 15 shows the forecast for control orders and sales by region. 

As for the orders on the left side, we believe that each region is recovering.  

As for sales, recovery has been slow because we start with a small order backlog.  

We expect to be a positive factor in India, Europe and CIS, Middle East and Africa, Latin America, but we still 
expect the recovery to be weak in some other areas. 
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On page 16, we will discuss dividend. 

For FY2020, we plan to pay a year-end dividend of JPY17 per share, as previously forecast.  

The annual dividend for FY2021 is scheduled to be maintained at the same amount as the previous year and 
is being announced today. 

 

That's all I have to say. Thank you. 
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Moderator: Next, Mr. Nara will provide the explanations. 

Nara: I am Nara from Yokogawa Electric Corporation. Thank you all for joining us today. FY2020 financial 
results and FY2021 forecast are as explained by Mr. Anabuki. 

I will now discuss the review of our long -term business framework and outline the new mid-term business 
plan Accelerate Growth 2023. 
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The first page will be the agenda for today. I will talk about the contents of this section.  

 

 

We will review TF2020 from page 2. 
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The page 3 shows a review of the previous mid-term business plan TF2020.  

Please refer to the basic strategies as KPIs and targets for under TF2020. Transformation of existing businesses, 
creation of new businesses and transformation of business model, and improvement of productivity through 
group-wide optimization. We have been working to transform our businesses to achieve a sustainable society.  
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Page 4 shows achievements and issues of basic strategies.  

As for the basic strategies, we have challenged to implement reforms in a business environment that has 
changed dramatically due to the impact of the spread of COVID-19 infection. 
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Page 5 summarizes DX, Digital Transformation and Strategic Investment.  

Despite the impact of COVID-19, we have carefully selected and implemented this under the policy of 
maintaining strong financial strength. 
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On page 6, here is a review of TF2020 KPIs. 

Although orders remained strong through FY2019, mainly in the focus areas of the OPEX business, the spread 
of COVID-19 infection led to a significant decline in customers' willingness to create due to reduced energy 
demand. As a result of delays in the progress of projects due to travel restrictions and delays in the 
implementation of various measures, growth slowed down, and the effects of productivity improvement 
measures were delayed. As a result, we were unable to achieve the TF2020 KPIs. 

In the new mid-term business plan AG2023, which will be implemented and launched in FY 2021, we will 
establish a business structure centered on common social issues, including themes that are still in the middle 
of their development and will take time to reap results, as well as themes that should be pursued continuously 
in the future. We aim to grow further into a highly profitable company while expanding our contribution to 
society and the environment. 

Now that we have completed TF2020, there are three issues that we need to continue to address in AG2023. 

First, we will aim to play a leading role in our customers' business transformation by responding to changing 
customer needs. We will raise the priority level of providing solutions that utilize DX to appeal to customers 
on the themes of productivity improvement, remote, and safety and security. 

The second point is about reforming the cost structure and improving cost efficiency. We will continue to 
work on the measures and reap the results, it becomes the problem to break away from the worker-
proportional business style. Implement measures for these challenges 

The third point is transformation of human resources. The importance of innovative solutions is increasing 
due to the development of digital technology and the changing needs of customers. We will shift resources 
from existing fields to innovative fields and strengthen the capability of our human resources. 
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From page 7, I would like to talk about the background to the revision of long-term business framework and 
the formulation of new mid-term business plan. 
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Please see page 8. 

This section looks at the changes in the business environment that are expected over the next 10 years. It is 
assumed that major changes will occur as megatrends in terms of political economy, society, and technology. 

I will spare you the details, but the spread of COVID-19 has highlighted a number of issues and accelerated a 
paradigm shift. 
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This is page 9. 

In this business environment, Yokogawa's customers are transforming their processes and shifting to the 
business model with a view on a sustainable future. 

Under COVID-19, the importance of reducing human interventions in particular is recognized. 

On the other hand, in the process automation industry, the market for existing products is maturing and 
hardware is becoming increasingly commoditized. 

Meanwhile, the market for MES and security-related software and sensors is growing, and new business 
models such as subscriptions are becoming more popular. However, the business environment is becoming 
increasingly severe as competition with IT companies intensifies. 

In order for Yokogawa to continue to grow in the midst of these changes, we need to provide value in new 
fields to our existing customers and proactively challenge new markets. 

At the same time, we need to take advantage of our strong relationships with our customers to lead their DX 
efforts. In parallel, we will accelerate internal DX to improve internal productivity and produce results. 
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Please see page 10. 

In a larger sense, while we have already talked about the changes in the environment and customer trends, I 
would like to take another perspective and talk about our own Company’s reflections and the background to 
the formulation of this new mid-term business plan. 

In retrospect, Yokogawa's business transformation in the 2000s little proceeded, and the Lehman shock in 
2008 caused the company's final profit to fall into the red. In addition, our financial structure has been 
damaged. As a result, we were able to concentrate on the Control business and almost cover the lost sales 
and profits in the Measurement business with the Control business, and also improve our financial position. 

On the other hand, from the time of the decline in resource prices in 2015, sales growth slowed down and 
became saturated. We have also captured the environmentalization of decarbonization, and under TF2020, 
we began to embark on new ventures such as OPEX business, life innovation, and amnimo. 

Under these circumstances, COVID-19 suddenly hit the world in FY2020, triggering a sudden acceleration of 
changes in the business environment surrounding Yokogawa. We recognize that Yokogawa has reached a 
complete strategic turning point at this point. 

We see this dramatic acceleration of change as an opportunity for growth, and have decided to shift our 
business structure based on customer value in order to be reborn as a company that creates new value. 
Specifically, we are shifting our business structure based on the provision of products, services, and solutions 
to one based on the value enjoyed by our customers. 
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Please see page 11. Here, it shows what Yokogawa sees as a business opportunity amid the accelerating 
change in the business environment. It summarizes why Yokogawa can take advantage of this opportunity. 

In the midst of accelerating change, Yokogawa is particularly targeting the creation of value, which it sees as 
a business opportunity, in the three areas that it has long defined as its Three goals. These 3 points are 
decarbonized society, recycling society, and rising needs for human life and health. 

The reason why Yokogawa is able to take advantage of this new opportunity is because we have honed our 
advanced engineering capabilities and gained a proven track record in system integration through building 
large, complex, and mission-critical process industry systems over the years. 

In the future, this will be made possible by the advancement of digital technology, which will require a higher 
level of productivity that cannot be achieved by single system optimization alone. In other words, we believe 
that a society in which systems of systems (SoS) are implemented and realized in society is coming. 

Yokogawa will further sublimate its accumulated and acquired SI and engineering capabilities into the SI and 
engineering capabilities of SoS, and as a pioneer, provide 3 opportunities as a business. 

And this value creation will be an initiative directly related to the achievement of the SDGs goals through the 
achievement of the Three goals. 
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This is page 12. 

As I mentioned in the background to the revision of the long-term business framework, and the formulation 
of the new mid-term business plan, ESG management is required in any business environment. 

In order for Yokogawa to continue to provide significant value in the world 10 years from now, it is a 
prerequisite that we manage from the 3 perspectives of ESG, and this is what we are focusing on in this long-
term business framework. 

For the 2 areas of Environment and Social, we have set sustainability mid-term targets to grow continuously 
while expanding our contribution to society and the environment in order to achieve our Sustainability targets 
and Three goals, and we will link to our AG2023 initiatives. 

As for governance, we have been working on this ahead of other companies, and we will continue to utilize 
and improve management systems and strategy. 
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This is page 13.  

We re-examined our company’s existence and purpose and set Yokogawa's Purpose. This is a straightforward 
expression of the significance of our company's existence to our customers' society. Our newly defined 
purpose is “utilizing our ability to measure and connect, we fulfill our responsibilities for the future of our 
planet.” 

As society as a whole undergoes major changes and sustainability is questioned in the environment, society, 
and the economy, it is becoming increasingly important to clarify how companies can and should contribute 
to solving social issues. 

This is important both to outside company and ourselves; and in establishing this policy, we have taken into 
consideration the feedback from employees in the employee survey we conducted last year, as well as the 
feedback we received through dialogue with more than 100 employees of our overseas Group companies. 

The ability to “measure” is the starting point of Yokogawa, and we have found value in information derived 
from measuring things, grasping the current state, and looking ahead. “Connect” also means that Yokogawa 
not only connects valuable information, but also builds trusting relationships with customers in various 
industries, and becomes a uniting point between companies, and between industries, to further resonate 
value. 

The ability to measure and connect is a core competence that Yokogawa will never lose. We want to use this 
power to solve today's social issues and realize a future where people and the earth coexist in harmony. This 
desire is expressed in our commitment to “fulfill our responsibilities for the future of our planet.” 
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Page 14 shows the overall picture of the long-term business framework and the mid-term business plan. 

Yokogawa philosophy and Yokogawa's Purpose are universal, and they define our raison d'etre, and the 
actions we should take. In addition, the Three goals for sustainability define the society that Yokogawa aims 
to achieve by 2050. 

In order to realize this, our long-term business framework shows the ideal state of Yokogawa and the direction 
we should take to achieve it, looking about 10 years into the future. 

The current long-term business framework started in 2015, when we proposed TF2017, but it has now been 
fundamentally revised in light of the major changes in the business environment. This long-term business 
framework aims to achieve sustainable growth for Yokogawa by providing common values to society. 

The mid-term business plan also states what we need to work on in the first 3 years to realize our vision of 
where we want to be in 10 years. AG2023 aims to establish a business structure centered on solving common 
social problems toward growth. 
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From page 15, I will talk about the revised long-term management plan. 

 

 

 

 

 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
39 

 

 

Please see page 16. 

In conjunction with this fundamental review of our long-term business framework, we have changed our 
vision statement that was established in 2015. The new vision statement is “Through autonomy and symbiosis, 
Yokogawa will create sustainable value and lead the way in solving global issues”.    

The vision statement expresses the ideal state of Yokogawa in 10 years' time, which we aim for in our long-
term business framework. Autonomy of operations realized by Yokogawa contributes to increased 
productivity, avoidance of risks, reduction of human load, and safety. It will be promoted in a scope that goes 
beyond organizations, companies, and industries. 

The image of industry and society that Yokogawa should realize is a symbiotic industry and society in which 
each party cooperates with each other while remaining independent. By realizing these goals and creating 
sustainable value, Yokogawa will take the initiative in solving the issues facing society. 
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This is page 17. 

From here, I will touch the provision of value to Yokogawa 10 years from now. The world is now in an age 
where everything is intricately interconnected. And through these connections, co-creation is becoming 
increasingly important. 

What Yokogawa is focusing on here is the concept of SoS (System of Systems), and Yokogawa will provide 
value through SoS. 

SoS does not simply refer to a huge system that is a combination of systems. Rather, the components function 
as independently operated and managed systems that work together to achieve a purpose that cannot be 
achieved by any single system. 

For example, in the smart city concept, from social infrastructures such as energy, the companies that conduct 
economic activities there, their employees, and the general households that are consumers will all interact 
with each other. 

And not just efficiency, but new lifestyles and new values will be created through total optimization. As the 
trend toward SoS continues to advance, Yokogawa will be able to further demonstrate its strengths in this 
area. 
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Please see page 18. 

In order to provide value through SoS, Yokogawa will take a 2-pronged approach: IA2IA and Smart 
Manufacturing. In IA2IA, we will increase the value by expanding the scope of autonomy in steps: from semi-
automated to automated, and then from semi-autonomous to autonomy. 

The IA2IA movement has become a major trend in the process industry, and it is expected to accelerate in the 
future. We will provide value through the various initiatives of Yokogawa today. 

In addition, as the need for productivity improvement increases, it is expected to spread to the manufacturing 
industry in general and eventually to tertiary industries in the future. With that, there is potential to expand 
business into new areas. 

On the other hand, in Smart Manufacturing, Yokogawa's forte is the production site. The next step is to expand 
the scope to the entire enterprise and supply-chain to increase productivity. By expanding the connection of 
systems through the value chain, we will innovatively improve productivity and create new value in a different 
dimension than before. 

The key to both approaches is DX. By advancing these 2 approaches, we aim to provide value in the SoS. That 
is, to promote effective connections and to create overall optimal value through integration, autonomy, and, 
and digitalization. 
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Please see page 19. 

I will talk about the areas where Yokogawa should build its strength in order to create value in SoS through 
the IA2IA and Smart Manufacturing approaches. 

Yokogawa's strength is IT/OT convergence, and in order to make this stronger than ever, we need to refine 
and share our domain knowledge, which is our core competence and differentiating factor, and our 
technological capability to compete with IT vendors. We also need to particularly strengthen our broader 
perspective and deeper understanding in order to uncover the issue of our customers. 

In order to achieve this, we need to take the following three specific actions. 

The first is to utilize and enhance DX. The second is to boost our function of COE (Centers of Excellence). A 

lot of resources have been amassed by Yokogawa, but they need to be strengthened and optimized. The 

third is the global expansion of the enterprise system business. In order to realize Smart Manufacturing, 

enterprise system business such as MES and ERP will be at the core. These give Yokogawa an extremely 

useful opportunity to understand the overall picture of customer’s business. Yokogawa will continue to 

expand globally with the differentiating factor that customers trust our performances as a manufacturer 

while developing and acquiring human resources. 
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Next, on page 20, I will talk about the business segments that Mr. Anabuki mentioned earlier. 

In light of changes in the business environment, we will change our organization from an organization 
centered on conventional products and functions to a business segment based on industry s in order to grow 
business areas where we can utilize the technologies, know-how, and strengths that we have refined over the 
years.  

Another purpose is to show the market the diversity of our business, as our previous business segments were 
not able to express the diversity of our business because Control business accounted for 90% of our business. 

Segments in the external disclosure of financial results will remain the same for the time being, but we will 
continue to work toward the disclosure of new business segments. 

We have established 3 business segments as industry axis: Energy &Sustainability, Materials, and Life. These 
are based on the customer's business, as well as on the issues that need to be solved for a sustainable and 
prosperous society. 

The Measuring instruments, Aviation, Biotechnology-related businesses and other new businesses have been 
separated into different segments, but we will maintain independent business operations based on the 
characteristics of the products and commercial distribution, while sharing the same values for the next 10 
years. 

The fields of disaster prevention, space, and oceans are also areas of exploration where we will continue to 
examine what kind of projects should be undertaken, even those with great potential. 
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On page 21, I will explain the segments per industry in more detail. 

In the product business segment to date, there have been issues with expanding the number of industries 
that fit into the business front, expanding the business domain, and the speed of problem solving and 
conversion to a solutions business. Therefore, we will change the business front from one whose axis is on 
the product business into the market and the customer's business domain by industry in order to speed up 
the expansion of business areas, and the shift to a solution business in a way. 

Here is a brief overview of what the three industry segments should be. First is the Energy & Sustainability 
segment. Energy demand is expected to increase substantially, and from the perspective of global warming, 
it is inevitable that renewable energy will expand. Utilizing Yokogawa's knowledge in the field and our 
trustworthy relationships with customers, we will support safe and optimal operations throughout the 
diversified energy value chain. 

Next is the Materials segment. We are facing challenges in the materials industry, such as efficient use of 
energy, recycling, and switching to raw materials with lower environmental impact. In addition to contributing 
to change by leveraging our strong relationships with customers in the materials industry, we will support a 
society that balances comfortable and sustainability by leveraging our strengths in environmental measures 
and the use of digital technology. In this segment, Yokogawa will also challenge the business of producing 
new materials and developing the market by ourselves. 

Next is the Life segment. In the future, the production and supply of food and water will not be able to keep 
up, and the expansion of demand for pharmaceuticals will accelerate. In this area, there is still a lot of room 
for innovation in products and production processes, and we can utilize Yokogawa's measurement and control 
technologies cultivated in other areas. 

In response to the water shortage, we will strengthen the DX domain and differentiate ourselves by using 
genetic analysis and analysis technology using scientific technology as our key. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
45 

 

 

Please see page 22. 

In this long-term business framework, as an element of what we want to be, we envisioned becoming a Group 
Company with sales of JPY1 trillion from the perspective of business figures. Yokogawa will contribute to 
society by solving social issues, but in order to become a company with a strong presence that can make a 
significant contribution to society, it is necessary to envision a Group Company of this scale, and to organize 
what we need to do now and what our strategy should be in order to realize it.  

Yokogawa's business of solving social issues has the potential to grow significantly in the future. We will not 
pursue an extension of the past, but to radically convert the content and concept of our business, including 
M&A and alliance development. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
46 

 

 

This is page 23. From this page on, we have explained the industry segments that we have drawn as what they 
should be. 

I would like to add a few words about the IR disclosure segments for this FY2021. Until FY2020, we had been 
disclosing information in 3 segments: Control, Measurement, and Aviation and Other. The final form is 
disclosed in the 5 business segments on the right, but you can see it for FY2021 as a transition period. 

As a sub-segment of the Control business, we will enhance the disclosure of information related to the 3 
business segments mentioned earlier. 

As for the changes from FY2020 to FY2021, as Mr. Anabuki mentioned earlier, we have decided to move the 
Life Innovation business from the Measurement business to the Control business and combine it into the Life 
business as a sub-segment of the Control business. 
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From page 24, I will talk about our mid-term business plan AG2023.  
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Please see page 25. 

This page lists the four basic strategies set forth in AG2023 in order to achieve the ideal state of our company 
in 10 years. More details will be provided on the next page. 
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Page 26. Of these 4 basic strategies, 1, 2, and 3 will be developed mainly in the Energy & Sustainability business, 
Materials business, and Life business as mentioned earlier.  

The first one is to implement IA2IA & smart manufacturing and transform value provision. Here, we will work 
on shifting the execution base of the IA2IA concept and expanding the scope of solution offering with Smart 
Manufacturing. Our customers are beginning to aspire for industrial autonomy, and we will seize this 
opportunity to move IA2IA concept to the implementation phase. 

The second strategy is to strengthen industry responsiveness and expand cross-industry business. We will 
provide new value to our customers in the shift to an integrated energy company that is spreading mainly 
among customers in the energy industry. We will then work to expand our business in other industries and 
non-industry dependent businesses. We will provide new value to the ever-changing energy industry, expand 
our business to other industries, and aim to achieve healthy growth by providing value to a diverse range of 
customers. 

The third strategy is to ensure profitability and sound growth. We will work to consolidate knowledge and 
improve efficiency in large-scale projects, concentrate resources on high-value products, and secure profits 
in the software and engineering fields. 

The fourth strategy is to optimize internal operations and transform mindsets. We will strengthen our 
strategic planning function, foster a corporate culture and organizational climate that encourages challenges, 
and work to reform our internal DX and business models. We will also work together to transform the skills 
of our people and improve their engagement. 

The main business strategies in both the Measurement and New Business and Other segments are as shown. 
As for the bio-related business that we are working on as a new business, we will work to establish it as a 
business at an early stage.  

The relationship between this basic strategy and our business segments, as well as the strategies for each 
business segment, will be explained sequentially in future briefings. 
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Page 27, this is how we have set KPIs under AG2023. 

In setting our targets, we focused on maximizing corporate and shareholder value.  

Orders in FY2020 dropped significantly due to the impact of COVID-19, but we expect to be able to recover 
from FY2021, and have set a target of order growth 8% to 10% CAGR for FY2023. 

However, the pace of recovery in the Control business is expected to be slow and the sales recovery will be 
delayed, with sales in FY2021 projected to be lower than FY2020. For FY23, we are targeting 4% to 6% growth 
in sales. 

In addition to achieving growth in operating income and net income based on this growth in orders and sales, 
and generating operating cash flow, we also need to make upfront investments in new businesses to increase 
corporate value and shareholder value from a medium- to long-term perspective. 

Taking all these factors into consideration, EPS growth will be 16% to 18% for CAGR and ROS 10% for FY2023. 
We have set a target ROE of 10% or higher. 

As explained earlier, we will develop our business based on the four basic strategies and aim to generate a 
cumulative total of more than JPY140 billion in cash flow over the next 3 years. 
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Please see page 28. Here is a graph showing how the 3 business segments will grow when the KPIs I have just 
explained are realized. 

Against the market growth forecast, sales growth in the Energy & Sustainability and Materials businesses are 
expected to be roughly in line with the forecast, while that of the Life business is expected to grow faster than 
the market growth. 

In addition, the Energy & Sustainability business is expected to grow significantly, especially in the renewable 
energy sector, and expand to 2 to 3 times its current scale, including M&A and alliances that are not extensions 
of the past. 

In the Materials business, we will focus on functional chemicals. In the Life business, the bio-related and life 
innovation businesses will drive growth, including M&A and alliances. 
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Page 29, this is a summary of efforts to achieve the targets explained in the KPIs aimed at in AG2023. 

This is the structure of KPI. Although our approach remains largely unchanged, we will achieve our targets for 
EPS growth, ROE, and operating cash flow through this initiative. 
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This is page 30. 

This is our approach to shareholder value, and as in the past, we will strive to maximize shareholder value 
from a medium- to long-term perspective by increasing corporate value and at the same time realizing a TSR 
(total shareholder return) that exceeds the cost of shareholder capital. 

To this end, we will prioritize the allocation of equity capital and generated cash flow to the creation of growth 
investment at maximizing corporate value. Through this investment in growth, we aim to boost growth and 
profitability, further increase cash flow, and sustainably enhance corporate value. 

Although we will prioritize allocations to growth and investment, we will actively seek to improve dividend 
returns on the premise of securing a certain financial base. 

Through our IR activities, we will continue to actively engage in dialogue with capital market and other 
stakeholders, and through our responses, we will strive to build shared understanding and trust toward our 
aim of sustainable growth and medium- to long-term enhancement of corporate value. 
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Page 31 shows our financial strategy and capital policy. 

Cash generated through our business operations will be distributed with the highest priority to investments 
aimed at maximizing corporate value over the medium to long term. Based on this approach, we have set 
aside a JPY70 billion framework for M&A and alliances as growth investment budget. 

We will actively provide returns to shareholders on the premise that we secure a certain level of financial base. 
In order to realize strategic investments for growth strategies and proactive shareholder returns, we need a 
financial base to support them. 

While such discontinuous risks are expected, we will actively allocate funds as a precondition to keep a 
shareholder capital at level that can maintain an A rating. 
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From here, page 32 will talk about sustainability strategy and corporate governance. 
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Please see page 33.  

In line with this revision of the long-term business framework, we reviewed the sustainability mid-term targets 
for 2030 to achieve the sustainability goals "Three goals." In line with the focus areas of AG2023's business 
activities, we have organized the areas of contribution into six areas, we will set sustainable long-term goals 
and expand our reach of contribution in these six areas. 
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This is page 34.  

The overview of these 6 contribution areas and strategies is provided here. As for the specific strategy, we 
will disclose and explain the indicators, targets, and their relationship with our business on our website and 
in the Sustainability Report in due course. 
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Page 35 is about corporate governance. 

As with ESG management, we will continue to strengthen our corporate governance and further enhance it 
in the future. 

We will continue to utilize and improve existing systems and structures, as well as work to further diversify 
the Board of Directors and disclose information. 

In addition, we will proceed with the restructuring of the Group's global human resources, and evaluation and 
compensation systems, as well as develop organizational responsibility and authority, and work to enhancing 
Group governance. 

We will strengthen our internal control system and risk management on a global basis, taking into account 
that the number of overseas subsidiaries will increase due to the development of new businesses and mergers 
and acquisitions. 

In addition, as you can see, we plan to increase the number of outside directors by one to make them a 
majority of our Board of Directors. We are also working to strengthen these efforts by inviting female 
members as outside directors. 
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Page 36 explains Yokogawa's DX. Now, 
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Please look at page 37. 

Up until now, our DX activities have focused on infrastructure development, but under AG2023, we will 
further accelerate our DX activities. This April, we were selected Digital Transformation Certification by the 
Ministry of Economy. We will promote both Eternal DX and Internal DX by utilizing Yokogawa's strengths in 
measuring and connecting. 

With Internal DX, Yokogawa itself will be the use case for the shift to digital enterprise, making a strong 
commitment to digitalization and connecting the Group's internal processes to digitalization to improve 
employee productivity. 

We will also link the knowledge we gain in this process to the realization of digital enterprise and SOS for our 
customers. In this context, we will connect our customers with Yokogawa's processes, and we will connect 
them digitally, and we will digitally connect the physical and virtual space within our customers. We are also 
implementing Eternal DX to digitally connect customers with each other. 
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Now look at page 38. Here, we show the approach of Internal DX and Eternal DX. 

Our main focus is on CX (Customer Experience), followed by EX (Employee Experience), and PX (Partner 
Experience). The idea is that these 3 experiences are connected and integrated to help us grow our business 
digitally. 
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This is the last page. Page 39 is an overview of our DX journey to realize IA2IA. 

I have already talked about the concept of IA2IA, but in the real world, the OT world and the IT world are still 
separated, and organizations, processes, systems, and data are not always connected. This is a situation where 
IT and OT are in a hierarchy. 

Therefore, if the maturity of DX can be said to be the maturity of data integration, we would like to realize 
OT/IT convergence by combining the OT technology of control technology that Yokogawa has had so far, and 
the IT technology that we will strengthen in the future, and contribute to the digitalization and IA2IA of 
Yokogawa's customers.  

In addition, we will naturally strengthen Yokogawa's DX capability, and hope to see Yokogawa proactively 
collaborate with external digital companies as the corporate environment is changing rapidly. 

 

 

In conclusion, we will continue to work on the formulation of the new long-term business framework and the 
mid-term business plan, AG2023, along with the realization of a sustainable society. 

We would like to ask our shareholders, investors, and all other stakeholders for their continued support. 

Thank you very much for your kind attention. 
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Question & Answer 

 

Q:  I would like to ask you to explain FY21 forecast for orders and operating income. 

You are planning to increase orders for Control by 7% YoY, but will they turn positive from the first quarter? 
Please explain the background of the order recovery plan more specifically by region or industry. 

With regard to the operating income plan, the plan is for operating income to decrease more than sales to 
decrease. Please tell me the background. When I look at the operating income analysis on page 12 of the 
material of financial results, decrease in government subsidies is described as one of the factors for the 
decrease in operating income.  I would like to ask you to explain in more detail the reasons why operating 
income are decreasing more than sales are decreasing. 

A: Regarding orders, orders fell significantly in FY20, but there were not many cancellations, most of them are 
due to delays in customer’s decisions. Therefore, we are aware that these delayed decisions are accumulating 
in the pipeline. Although it is difficult to predict when the final decision will be made by customers in FY21, 
we recognize that a 7% growth rate is a number that we must surely achieve by steadily winning projects that 
are accumulating as a pipeline. 

As for operating income, we received government subsidies from various countries in FY20, but we assume 
that government subsidies will be suspended in FY21. We will also make upfront investments, but on the 
other hand, we have formulated a plan based on the plan of further curbing the organic SG&A that were 
reduced in FY 20. 

 

Q: In terms of orders, your competitor said that there are signs of recovery in LNG-related industries and in 
North America. I was wondering if you could give us some additional information about the industries and 
regions where you expect a recovery.  

Also, how much of the government subsidies was received in FY20?  

A: In terms of orders, we expect to recover mainly from regions and industries where orders declined 
significantly in FY 20. The forecast for each region is shown on page 15 of the financial results material. The 
growth rate in China and Central and South America, which posted strong orders in FY20, is small. On the 
other hand, the regions where orders had been declining in FY20, Southeast Asia/Far East, Middle East and 
Africa, etc. are expected to recover. 

In terms of industry, Upstream and Downstream industries were down in FY20 due to delays in customer 
decisions, so we expect to make a relatively large recovery in FY21. 

Also, the scale of the government subsidies is JPY1 billion to 2 billion. 
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Q: My question is your thought about the use of cash and optimal capital structure in the new midi-term 
business plan. 

As in the previous medium-term business plan, you again set growth investment budget of JPY70 billion. While 
the growth investment is the priority, I also think that in the past you mentioned the option of share buybacks 
as one of the Company's items if the limit is not fully used. I would like to ask you about the use of cash and 
whether there has been any change compared to the previous mid-term business plan. 

In terms of the optimal capital structure, the equity ratio has been around 60% for about 5 years now, and 
net cash has been around JPY50 billion, but is this still insufficient? What level of capital do you consider to 
be optimal?  

A: With regard to the priority of cash allocation, there is no change in the basic concept between the previous 
and the current mid-term business plans. First priority is to invest in growth. While improving shareholder 
returns, we will also consider the share buyback while considering the stock price. 

In addition to these 2 uses of funds, another concept is the concept of financial strength and optimal capital 
structure, which has not changed from the previous mid-term business plan. We are considering the optimal 
capital structure based on the idea that we can maintain our A rating even if various risks materialize. 
Considering that our business scale is smaller than that of our competitors and we will invest to increase 
profitability in the future, we believe that our current capital adequacy ratio and financial strength are right 
in line with our current business scale and profitability. 

 

Q: I would like to know the parameter of KPIs on page 28 of new mid-term business plan material, and how 
will the new business segment (Energy & Sustainability, Materials and Life) contribute to earnings.  

A: From the long-term business framework and mid-term business plan announced this time, we will change 
from an organization centered on conventional products and functions to a business segment based on 
industry. At the present time, it is difficult to indicate the parameter of the new segment, but on page 28 of 
the materials, we provide an image of the volume of sales and growth targets of the new segment. 

In Energy & Sustainability business, traditional energy customers are going through a major transformation, 
so we should accompany them in this transformation, and we should take the lead our customers. We should 
lead our customers by utilizing DX and our domain knowledge. In addition to conventional energy fields such 
as oil and gas, we are going to expand our business to include energy related to sustainability such as 
renewable energy, which was the focus of our previous mid-term business plan. 

As for Materials business, we stated in the previous mid-term business plan that we would focus on chemicals, 
especially functional chemicals. In the midst of a more recycling-oriented society and major changes in 
materials-related areas, we will continue to focus and accelerate on chemicals, which already has a high share 
and high profit margins, particularly functional chemicals. 

With regard to Life business, we have been aiming to double or triple Life Innovation Business in previous 
mid-term business plan. In fact, we fell slightly short, at 1.8 times, but we recognize it is growing considerably. 
Under the new mid-term business plan, water is also incorporated as well as pharmaceuticals and foods. We 
aim to scale up our business, including M&A and alliances, so Life is where our growth rate is higher than the 
other two businesses. 

We would like to explain the progress and strategies for these three segments as needed, so please bear with 
us. 
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Q: With regard to the scale of renewable energy, you said you are planning to expand 2 to 3 folds, is it possible 
to tell us your current? 

A: The scale of FY 20 is approximately JPY4 billion, but we plan to increase it to JPY10 billion or more in the 
new mid-term business plan. In particular, this renewable energy will mainly focus on power transmission and 
distribution. Therefore, system control will be very important. Since Yokogawa has knowledge in this area, we 
intend to expand the scale by investing in M&A and acquisition of technologies.  

 

Q: Do you compete in the field of renewable energy with overseas competitors of conventional control 
business? 

A: Originally, our competitors was also a leader in this field, so rather than competing with them, we will take 
advantage of our strengths to develop this renewable energy. For example, DERMS and micro-grids are areas 
where we can make use of our strengths. We would like to expand our business area in this area through 
M&A and other means. 

 

Q: I have the impression that the Company would have to undergo a major change by generating operating 
cash flow of JPY140 billion or more over three years and setting a growth investment limit of JPY70 billion. 
What should you do?  

I think you need to lead your employees in the same direction, but what are your thoughts on resource 
allocation? For example, you will increase the number of employees by this amount over the next 2 to 3 years, 
or, if you could explain in more detail what kind of new things the president is envisioning in terms of resource 
allocation.  

A:  Currently, we have about 18,000 people on a consolidated basis, but will work to convert or shift human 
resources while keeping the resources.  

We are thinking of using DX to improve efficiency. Then, we will convert the resources created by improving 
efficiency into new business or DX-related businesses. However, we don't necessarily think that all of them 
can be converted into resources, so we will continue to improve our expertise through career recruitment 
and try to fit them into the business side as quickly as possible.  

In addition, from the new long-term business framework and mid-term business plan, we will be shifting from 
an organization centered on conventional products and functions to a business segment based on industry 
and we will be taking the lead in transforming our customers' businesses and addressing their issues. It is 
necessary to change the mindset of employees and their expertise. To achieve this, engagement will become 
increasingly important, so this is why we have formulated a new purpose for our existence.  

 

[END] 
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
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