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Presentation 

 

 

Nakajima: This is Nakajima, Vice President Accounting & Treasury Headquarters. Thank you for participating 
in our conference call. I would like to give a brief explanation while referring to the materials at hand. 

 

Please open the document in your hand, and you will find the key points on page 4.  

I will explain this point in brief in less than 10 minutes on the next slide.  
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Page 5 is a summary of the financial results. 

Orders received JPY193.8 billion, an increase of 14.6% compared to the previous year, and an increase of 9.4% 
excluding the impact of foreign exchange rates.  Net sales were JPY184.4 billion. Excluding the exchange rates, 
the situation is roughly the same as the previous year. Operating income was decreased by JPY1.2 billion to 
JPY14.2 billion, and net income was decreased by JPY0.7 billion to JPY9.1 billion. 
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Page 6 shows the analysis of our operating income.  

The breakdown of the increase/decrease includes an increase of JPY0.7 billion in gross profit due to the 
increase in sales, a decrease of JPY1.7 billion in gross profit margin, an increase of JPY1.5 billion in SG&A 
expenses, and an increase of JPY1.4 billion because of foreign exchange rates. 

This is a reaction to the relatively high gross profit margin in the previous year, and the gross profit margin 
has deteriorated significantly, Still, apart from foreign exchange rates, it has remained within the range of the 
annual forecast disclosed in May. 
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Please turn to page 7. I would like to explain the situation by segment. 

The first is the Control segment, shown in blue. 

Orders received increased by JPY23.9 billion over the previous year, as shown on the left. Excluding foreign 
exchange rate fluctuations, orders growth was 10.1%. Sales increased by JPY9 billion, partly because we 
started the fiscal year with a low order backlog. Excluding the foreign exchange, it is flat.  As for operating 
income, the Control segment generally reflects the results of the increase and decrease of the entire company 
as I explained previous pages.  

Next, this is Measuring Instruments, shown in yellow. 

As for Measuring Instruments, the market has continued to be strong due to factors such as the expansion of 
investment backed by introduction of next-generation communication technologies. All markets and product 
groups are generally strong. Orders increased by JPY2.2 billion, or 17%, excluding foreign exchange factors. 
Sales were up slightly by JPY600 million due to a slight delay in orders. As for operating income, the 
improvement is in line with the increase in sales.  

Lastly, see Aviation and Other segment in green.  

Orders received decreased by JPY1.4 billion, or 36%, but this is due to the impact of the large orders received 
in the previous year. Net sales increased JPY0.4 billion, or 18.8%. Operating income decreased due to 
investments in new businesses. 
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Let’s move on to page 8. The following table shows orders and sales by region in the Control segment.   

There are differences in the recovery from COVID-19 due to the different industry and business structures in 
each region. I won't go into detail about each of them, but one of the most vital region is China, which 
continues to show extremely strong growth. In addition, we are beginning to see a recovery in Europe and 
North America. 

On the other hand, the Middle East and Africa are lagging due to the weak recovery of Upstream. In Central 
and South America, there is also a negative sign, but this was due to the large volume of orders received the 
previous year, so it does not mean that the market has changed. As for the sales on the right side, I will not 
explain them here, as they are the results we got after the orders received. 
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Page 9, This is the orders by industry in Control Segment. 

From the current fiscal year, we manage our controls segment in three industry sub-segments: Energy & 
Sustainability, Materials, and Life. 

I would like to explain each of the three sub-segments on the right side of this page. 

The bottom of the bar graph is Energy & Sustainability segment. 

Orders increased by JPY5.5 billion, up 8%, or 2.5% excluding the impact of foreign exchange. Although the 
upstream business continued to decline YoY, the recovery of the downstream business, which has started to 
move ahead of the upstream business, has helped to ensure growth overall. 

The purple part in the middle is the Materials segment. 

Excluding the impact of foreign exchange, the growth rate was19%, we have secured a high level of growth. 
That is because chemicals in Japan and overseas continue to be strong. The economic recovery after COVID-
19 and increased demand for semiconductors have led to increased investment in the materials industry as a 
driving force. 

The orange color part on the top is Life segment. 

Sales increased by JPY2.7 billion, up 11.1%. If it excludes the impact of foreign exchange, it is an 8.6% increase. 
In this segment, the water-related business is strong both in Japan and overseas. In addition, sales to the 
pharmaceutical industry have been strong, including the acquisition of a large order from a pharmaceutical 
company in China. 
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Page 10. This is the status of cash flow. We secured JPY25.2 billion in operating cash flow, an increase of JPY8.4 
billion compared to the previous year. While income before income taxes was at the same level as the 
previous year, operating asset efficiency, which had deteriorated due to the impact of COVID-19, especially 
in collection of trade receivables, has improved in the past 6 months. 
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Page 11 shows our full-year earnings forecast. This time, we have revised our business forecast. 

First, we have revised exchange rate, which is the premise of the business forecast. 

We had assumed JPY105 at the beginning of the year, but the rate was about JPY110 at the end of the first 
half. We have revised the rate to JPY107.5 for the full year to reflect the depreciation of the Japanese yen in 
the first half of the fiscal year. 

The associated changes were an increase in orders and sales of JPY5 billion and an increase in operating 
income of JPY1 billion. In addition, reflecting the strong demand, we have revised our orders upward by an 
additional JPY5 billion. 

As for net income, we are planning to transfer the aviation equipment business, and as a result, a slight loss 
on the transfer will be expected to incur. 

As a result, net income for the current fiscal year will remain unchanged at JPY16 billion. 
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Page 12 shows the operating income analysis and the annual increase/decrease, and the only change is the 
impact of the foreign exchange rate. There will be no other changes. 

After that, on pages 13 and 14, we show the revised forecast by segment and by region. I will spare you the 
explanation, so please have a look. 
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Page 15 is shareholder returns. 

The interim dividend was resolved today to be JPY17 as planned at the beginning of the year. The annual 
forecast is also unchanged from the initial forecast of JPY34. 

That's all I have to say. Thank you very much. 
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 I am Nara. Thank you for your time today. I would like to talk about my perception of the current situation 
and the outlook for the future. Thank you. 
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First, I would like to explain our current understanding of the situation. As for the current situation, we 
recognize that customers' investment is recovering in a wide range of regions and industries along with the 
recovery of economic activities. While small orders continue to be strong, as for regions, China continues to 
do well, and North America, South east Asia, and India are also recovering from the impact of COVID-19. Japan 
and Latin America continue to be strong, although there are some trends from the previous year. 

On the other hand, while the Middle East, CIS, and especially Russia is getting better by OPEX, in these regions 
where the ratio of large-scale CAPEX projects is relatively high, there is some delay in making final investment 
decisions. However, we are responding to customer trends under the table, so we are expecting a recovery in 
the first half of the year and beyond. 

Downstream and chemical industries continue to perform well. We received a high level of order from a 
materials industry that includes semiconductor markets for a wide range of products. The mining industry is 
also doing very well. 

Based on the current situation and considering the progress of orders and the foreign exchange rate 
assumptions, we have revised the full-year orders forecast to JPY390 billion, an increase of JPY10 billion 
compared to the forecast in May. Also, we have revised the net sales forecast to JPY375 billion, an increase 
of JPY5 billion. We will achieve our business forecast while minimizing the impact of the economic downturn 
caused by the COVID-19 variant and the risk of the difficulties in procurement of semiconductors and resin 
material parts. 
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Based on Accelerate Growth 2023, our mid-term business plan released in this fiscal year, we are focusing on 
the four basic strategies; The first strategy is the implementation of IA2IA and Smart Manufacturing and the 
transformation of the value provision. The second is to strengthen our ability to respond to industries and 
expand the business that depends on non-industry sectors. The third is to ensure profitability and healthy 
growth. Fourth is to optimize internal operations and transform mindsets. we are working to establish a 
business structure centered on common social issues for our growth.  

  



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
19 

 

 

Under the new mid-term business plan, AG2023, we have launched three business sub-segments in the 
control segment, Energy & Sustainability, Materials, and Life, based on our customers' business domains.  We 
have reorganized domestic and overseas organizations and started operations in these three sub-segments. 

At the same time, we have established an organization with the Center of Excellence, CoE function to 
consolidate and share the solutions, best practices, and knowledge that we have cultivated to address the 
common issues that our customers in different industries have on a global scale. By combining the 
strengthened problem-solving capabilities of the CoE with the strengthened solution proposal capabilities of 
the regional offices by reorganization in the three sub-segments, we will accelerate our approach to 
customers in a wide range of industries as a synergistic effect to achieve industry expansion. 

The head of each business unit will explain the business strategies of each of these three sub-segments at the 
IR Day scheduled for December 3. 
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With such a major change in the organizational structure, and with each of us cutting off our own path to 
change, our mindset is also changing. 

In the past, about 70% of our overseas business was for energy-related industries customers, but regional 
offices have begun to actively approach customers in industries other than energy, and we are winning orders 
in a wide range of industries.  

Here is an example of them. We are also receiving more orders in fields that contribute to the SDGs, such as 
water, food, medicine, and batteries. 

The order examples shown here include many products, such as field device, sensor, and other product. By 
aggressively approach to various industries, our products are gaining new orders from a broader applications 
and customers, and linked to the value propositions such as systems, software, maintenance services, and 
validation. 
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We are focusing on IA2IA as one of the new medium-term business plan AG2023, Industrial Automation to 
Industrial Autonomy, and Smart Manufacturing projects. 

In the first half of this fiscal year, we received approximately 260 orders for this project. Of these, about 120 
were overseas projects, more than double the increase of 126% compared to the first half of last fiscal year. 
The expansion of our sales activities is showing results. 

As an example, we would like to introduce the PoC of RIOS, a production management solution and consulting 
service that we have developed to maximize profitability for our refinery customers. In this RIOS, Yokogawa 
and KBC's integrated solution, Digital Twin, will be realized to optimize the entire production process, 
including the refining supply chain, in response to changes in the demand and the crude oil market price, 
thereby maximizing the customer's profits. 

The RIOS PoC project has been confirmed that we can contribute to our customers with a dramatic revenue 
increase. It was also one of the challenges for our company to move toward a new business model based on 
performance-based compensation. 

Our customers in the fossil fuel industry are now making the energy transition and the transformation towards 
a carbon-neutral society to survive while at the same time fulfilling their responsibility to supply products to 
the market. We are committed to providing solutions that meet the challenges of our customers and lead the 
way. 

In this way, we are receiving more inquiries and orders for projects from the PoC we are working on with our 
customers, and we will continue to actively develop initiatives with customers in various regions and 
industries. 
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In addition, we are accelerating our efforts in the energy transition to create sustainable value for society. 
Major initiatives include receiving an order for the integrated control system and its services for the Rajendon 
geothermal power plant in Indonesia. We have also recently received an order for a water distribution 
management system from the Senegalese national water utility. And with a track record that includes the 
operation of Japan's largest wind power generation facility, we are stepping up our efforts to win more orders. 

In addition, we are working to enter microgrid control, which links power generation, including renewable 
energy, to the transmission and distribution network. 

Furthermore, in preparation for the arrival of the hydrogen society, a project team has been established to 
identify the value that Yokogawa can provide in the entire hydrogen supply chain, including the production 
and transportation of hydrogen. In this way, we will contribute to the realization of a sustainable society and 
strengthen our efforts to create value for society. 
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In this way, we are promoting a variety of initiatives for energy transition, which is one of them, showing our 
direction in the renewable energy. 

We have been specializing in power generation control and asset performance management, which are shown 
in the lower left of the slide, but we are now focusing on micro-grid control, or DERMS, with the aim of 
entering the field of grid control, including supply and demand adjustment for micro-grids that connect power 
generation and transmission/distribution networks. We are currently focusing on these activities. 

We hope to report on the progress of this project soon. 
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I have introduced the current situation, our efforts, and the outlook. 

Amid a drastically changing business environment, we will implement Accelerate Growth 2023 with a sense 
of urgency and contribute to the realization of a sustainable society while achieving further growth, high 
profitability, and expansion of non-energy industries. We will work together under Yokogawa's Purpose; 
Utilizing our ability to measure and connect, we fulfill our responsibilities for the future of our planet. 

We look forward to your continued support. Thank you very much. 
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Question & Answer 

 

Q: About supply chain issues, it is generally said about the shortage of semiconductor components, the impact 
of COVID-19 in the Asian region, the rise in prices in raw materials, and the stagnation of logistics. What was 
the impact of these factors in the first half of the fiscal year, and what impact are you expecting from the 
second half of the fiscal year?  

A: In the first half of the fiscal year, semiconductor components were also affected by supply chain difficulties. 
However, we are aware that there was no major impact due to various negotiations and arrangements with 
suppliers of parts as appropriate. In this sense, we are still constantly checking the situation with our suppliers 
in terms of semiconductor components.  

 As for the parts made of resin-related materials, they are manufactured overseas in Southeast Asia, but they 
were affected by the lockdown. We are also checking our inventory and checking with the alternative 
suppliers as necessary. In the first half of the fiscal year, we managed to get through the situation by taking 
appropriate measures. 

However, we will continue to monitor the situation related to semiconductors and plastic parts, as there are 
things that we cannot anticipate, we will work to minimize the impact of the disaster by taking preemptive 
and proactive measures. 

 

Q: The balance between profit in the first half and profit in the second half of the fiscal year. The operating 
profit for the first half was JPY14.2 billion, and the second half is expected to be JPY11.8 billion. However, the 
trend over the past five years has not been lower in the second half than in the first half, and if we calculate 
back from the factors of increase and decrease on pages 6 and 12, you expect a decrease of about JPY4 billion 
and an improvement in gross profit in the second half, I would like to know what you expect in the second 
half using each item of the factors of change. 

A: We have not revised sales and operating income this time, considering only the impact of exchange rates. 
As I explained earlier, in the first half of the fiscal year results, Increase and decrease have been going steadily, 
so we do not think there is no need to revise the second half of the fiscal year at this point.  

On the other hand, one of the reasons for the lower profits in the second half of the fiscal year compared to 
the first half is that, as I have explained before, we have strategic projects, and if there are  opportunities that 
we want to take on even if we initially post a loss, we will implement it. We operate with a budget for 
construction loss reserves. 

Currently, some of these costs are being carried over without execution due to the weak movement of large 
projects in the first half. This is one of the reasons for the increase in expenses in the second half of the fiscal 
year, as we will continue to execute this in the second half of the fiscal year if the market recovers.  

Aside from that, there is the supply chain issue that was in your first question. We believe that we will be able 
to generate sales by properly procuring parts for the business forecast. However, reflecting the growth in 
orders and building up more than that, there may be some supply chain risk. It’s one of the reasons we have 
kept it unchanged. 

Therefore, I don't want you to expect too much. I hope you will understand that this is a figure that we will 
manage to achieve as a lower limit. 
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 As for SG&A expenses, in the first half of the fiscal year, we were operating with some restraint due to the 
uncertain future situation. However, we have shifted the budget slightly to use what we need to use if there 
are new projects in the pipeline. I hope you can see it as a balance of profit and loss.  

 

Q:  I think the order forecast for this fiscal year, excluding the impact of foreign exchange rates, has been 
raised by JPY5 billion, but the sales and profit forecast for this fiscal year will remain unrevised because this 
will contribute to sales and profit in the next fiscal year and beyond. Is that correct?   

A: Yes, that is correct. 

 

Q: You said that the reserve for loss on construction work related to the project was carried over to the second 
half of the year, but is JPY2 billion - JPY3 billion yen included in the assumption for the second half?  

A: We don't have such a large budget. You can think of it as less than half. However, it is not only for a single 
year, the decision will be based on the total amount of return obtained over multiple years for such an initial 
deficit. As for the execution of the budget, we are trying to keep it within the scope of the forecast, but we 
will make decisions based on the results of each case, so please understand that we are not necessarily looking 
at it as a strictly managed budget. 

 

Q: Emerson announced the acquisition of Aspen Tech in early October. What was your first impression of the 
competition? In AG 2023, there are references to M&A related to life sciences and new businesses, but in 
other fields, a scale-up plan is not often shown. Considering growth speed, will you consider not only the 
partnership but also the acquisition? 

A: We understand that this acquisition is for Emerson, which has strong product lines and hardware, to expand 
its software business. As for what Yokogawa is going to do in this situation, Yokogawa is working with a 
company called KBC, and we are running together. KBC's strength is that KBC has not only software, simulation, 
and various energy management software but also consultants and outstanding consulting services. Therefore, 
one of the major factors that differentiate us is our solutions, Yokogawa's solutions, and KBC's domain 
knowledge of consulting and software. In terms of scaling up, today at 5 o'clock, we announced an M&A to 
scale up a bio-related business using Digital Twin in our company Life business. In the Life business, we are 
making acquisitions that will allow us to scale up. 

In the field of energy, as I mentioned earlier, we are actively exploring and working in the field of system 
control, especially in the field of renewable energy and grid, and we are also aiming for M&A to scale up. 

On the other hand, we are also working on expanding our portfolio to realize IA2IA, from Industrial 
Automation to Autonomy. We are actively engaged in M&A in the sense of expanding our conventional fields, 
so I will introduce it when we can open it up.  

In addition, we have been many inquiries about DX and IT/OT convergence recently. For example, In the IT 
field, we have recently collaborated with NTT Communications on IT/OT. We will leverage our company's 
strengths in the OT field and NTT Communications' strengths in IT to expand our business through 
collaboration.  
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Q: You mentioned that China has been doing well. However, as we look at the macroeconomic statistics and 
data, I think that the situation might be getting slow. Could you tell me the background that your company 
has been able to secure orders even in such a situation?  There have been concerns about power shortages 
in China. Are there any new business opportunities arising from these changes in the market?  

A: As in the previous year, China performed extremely well in the first half of the fiscal year. In particular, the 
number of products manufactured and sold in China exceeded the record high. 

We are engaged in various initiatives in various areas in China, such as the Smart Manufacturing Initiative, and 
we have received many inquiries from Chinese industrial parks and Japanese companies in China, indicating 
that our business, including those related to DX and IoT, is very robust. 

On the other hand, the shortage of electricity is a major concern. we also have several large-scale plants in 
China, so we will closely monitor the situation and reflect it in our business.  

 

Q: Is it correct to assume that the power shortage is not significantly impacting on your company’s production 
currently? 

A: Yes. Now, there is no major impact on the continuation of the factory due to the major power shortage, 
although there was some last month, but we are recovering. 

 

Q: What is the change in the outlook for the environment for receiving orders in the control segment from 
three months ago? 

 A: There have been no major changes since the last small meeting but, in fact, compared to FY19 and FY20, 
the number of large-lot overseas projects of JPY300 million or more has decreased this fiscal year. In this 
context, we expanded our business sectors and grew our products business, and in that sense, we were able 
to hold our own in the first half of the year with small-lot businesses. 

In this context, as I mentioned last time, CAPEX projects are still lagging, especially in the Middle East, but we 
have been able to capture small-lot products, so the key is to expand the industries that focus on these small-
lot products, and at the same time, to conduct various PoC and workshops for IA2IA and Smart Manufacturing. 
In the Middle East and the U.S., we are seeing several large projects that we can win in the fourth quarter. 
The key point is to capture these orders and increase the order backlog for the next fiscal year and beyond.  

 

Q:  Do you mean that the large orders you saw in North America and the Middle East in the fourth quarter 
have not yet been incorporated into your plans for the second half of the year?  

A: The jobs we are expecting in the fourth quarter may or may not come in this fiscal year, so we have not 
factored in all of them.  

 

Q: Regarding the business transfer of aviation equipment business announced the other day, please tell me 
the background of this.  
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A: In October, we announced that we would transfer our aviation equipment business to Oki Electric Industry 
Co., Ltd. Over the past few years, we have been exploring the best way for the aviation business. We are 
focusing on the control business, and it is challenging to grow the aviation business by investing actively. After 
much deliberation, we finally concluded that we would transfer our historic aviation business to Oki Electric 
Industry Co., Ltd., which is able to focus on and invest in the aviation business.  

 

Q: What is the position of the measuring instruments business?  

A: Measurement and control are very compatible businesses, and we have a business plan to grow the 
measuring instruments business into 2030. 

In particular, 5G, which will become 6G in the future, is related to communications, power, and grids, the 
power of measurement will be a key point as we bundle them together in a way for integrated measurement, 
rather than simply conventional measurement products. In addition, we intend to utilize measuring 
instruments in the Life business field, where we are currently actively investing, and I hope you will understand 
that we will invest and focus on the measuring instruments business as a growth field. 

 

Nara:  Thank you all for taking the time to participate in this financial results announcement. We received 
many questions and opinions. We will continue to accelerate the growth of AG 2023 by making it our bread 
and butter. We look forward to your continued support. Thank you very much. 

[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 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2021 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


