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Presentation 

 

 

Nakajima: This is Nakajima, Vice President of Accounting and Treasury Headquarters. Now, I would like to 
give a brief explanation of the financial results in less than 10 minutes, focusing on the main points. 

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

The contents of this section will be explained sequentially in the following pages. 
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Page 5 is a summary of the financial results. 

Orders were JPY304.5 billion, an increase of JPY49.4 billion YoY. Excluding the impact of the foreign exchange 
rate, sales growth was 13.5%. 

Net sales decreased slightly to JPY280.8 billion, down 1 percentage point, excluding the impact of the foreign 
exchange rate. 

Operating income was JPY22.1 billion, a decrease of JPY1.7 billion YoY. 

Under non-operating income, while there was an improvement in equity in earnings of affiliates compared to 
the previous year, a portion of the cost related to the sale of the Aviation business was recorded this time as 
an extraordinary loss, or business restructuring cost. 

As a result, profit attributable to owners of parent was JPY14.2 billion, a decrease of JPY2.5 billion YoY. 
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Page 6 shows the analysis of changes in operating income. 

Compared to the previous fiscal year, operating income for this Q3 decreased by JPY4.3 billion from JPY23.8 
billion in the last fiscal year, excluding the impact of foreign exchange rate fluctuations.  

As a breakdown, a gross profit decrease due to the decrease in sales was negative JPY1.2 billion, a 
deterioration of gross profit margin was negative JPY200 million, and the increase in SG&A expenses was 
negative JPY3 billion. In addition, there was a boost from foreign exchange rates, resulting in JPY22.1 billion. 

Excluding the impact of exchange rate effects, the results have been within the range of our previous forecasts, 
which were disclosed in May and November. 
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Page 7 shows the status by segment. 

Orders for the control segment, which is shown in blue, increased by JPY47 billion YoY, and excluding the 
impact of foreign exchange, orders increased by JPY33.3 billion, a growth of 14.2%. 

Sales were up JPY10.4 billion, starting from a low balance at the beginning of the period, so excluding the 
impact of the foreign exchange rate, sales were down slightly by a negative 1%. 

As for operating income, the control segment generally reflects the results of the increase and decrease of 
the entire company, as I explained earlier. 

Next, measuring instruments segment, which is shown in yellow. Orders continue to be strong due to brisk 
investment in next-generation communication technology and EV-related investment. Orders increased by 
JPY3.4 billion, and excluding the impact of the foreign exchange rate, orders grew by 15.2%. 

Sales are lagging behind orders mainly due to the shortage of parts procurement. Excluding the impact of the 
foreign exchange rate, it's almost flat. 

Operating income was about the same as the previous year. 

Lastly, aviation and other segment which is shown in green. As we have already explained up to H1, orders 
decreased by JPY1.1 billion in reaction to the large orders in the previous year. 

Sales were almost the same as the previous year. 

Operating income in this segment was down JPY1 billion YoY due to investments related to new businesses. 
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Page 8 shows the orders and sales by region in the Control segment. 

China continues to be a strong market for orders. In the US, sales grew by more than 30%, partly due to the 
large decline in sales in the COVID-19 pandemic last year. 

In the Middle East and Africa, we said that the recovery was delayed up to H1, but at the beginning of Q3, the 
upstream sector has recovered considerably, and we have secured 12% growth, excluding the impact of the 
foreign exchange rate. 

As for the sales figures on the right side, I will not explain them as they are delayed from the orders received. 
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Page 9, This is the orders by industry in the Control segment. 

From the current fiscal year, we are managing our controls segment in three3 industry sub-segments: Energy 
& Sustainability, Materials, and Life on the right side of this page. 

I would like to explain each of the 3three sub-segment industries. 

First of all, Energy and Sustainability segment at the bottom, orders increased by JPY20.7 billion YoY and grew 
by 12.9%, excluding the impact of foreign exchange. The Downstream business, which was the first to recover 
from COVID-19, has made significant progress. This figure is the second from the bottom by industry on the 
left-hand side, which shows an increase of JPY15.6 billion. 

On the other hand, the Upstream business, which is at the bottom of the list, was a little slow to start up, and 
as a result, the cumulative total for Q3 was negative. However, this was a loss of JPY5.3 billion up to Q2, but 
we have recovered significantly in the 3 months in Q3. For the past three months, orders have increased 30% 
YoY. 

Next, Materials segment. Orders increased by JPY22.6 billion. Excluding the impact of foreign exchange, orders 
increased by 18%. Both in Japan and overseas, chemical orders are growing significantly, and demand for steel 
materials and semiconductors continues to drive investment. 

Lastly, Life segment.Orders  increased by JPY3.8 billion, or 8% growth excluding the impact of foreign exchange. 
In addition to domestic water and wastewater, we have also received large orders in the Middle East, Africa, 
India, and other regions, although the growth rate appears to be weak because the decline caused by COVID-
19 was smaller than in other segments. 

In addition, orders to the pharmaceutical industry have been strong, including the acquisition of a large order 
in China. 

This is the explanation for Q3. 
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Page 10 shows the full-year forecast. 

We have revised the forecast based on the results up to Q3 and the foreign exchange situation. 

First, regarding the exchange rate, the previous forecast was based on the assumption of JPY107.5 for the full 
year, but this has been revised to JPY111. This is the annual average rate based on the assumption that the 
yen will remain at JPY110 for 3 months in Q4. 

In addition to these revisions, there are also substantive revisions. First of all, the impact of foreign exchange 
rates is an upward revision of JPY7 billion for orders and sales and JPY1.5 billion from operating income to 
profit before income taxes. 

Tax, et cetera, will also increase in line with the foreign exchange rate, so we have factored in the foreign 
exchange impact of JPY1 billion for profit attributable to owners of the parent. 

Aside from the above, we have also revised the orders upward by JPY8 billion due to the steady growth in 
orders through Q3 and the outlook for the next 3 months. 

Ordinary income has been reclassified by JPY1 billion between non-operating income and extraordinary 
income. Based on the results up to Q3, we have posted an additional extraordinary loss this time. 

In addition, in profit attributable to noncontrolling interests, the strong performance of the joint venture will 
negatively impact profit by JPY500 million. 
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Page 11 is the forecast for operating income analysis. 

There is no change from the previous forecast, except for the change in foreign exchange rates. 

Based on the results of Q3, we analyze that the results are within the increase or decrease of the previous 
forecast. 
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Page 12 is by segment, and page 13 is by region, reflecting what I just mentioned. Please refer to the contents. 

That's all I have to explain. 
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question-and-answer session  

[Q]: How do you see the 4Q plan, and what are the assumptions for this plan? Suppose we subtract the 

results of the 3Q cumulative period from the full-year plan and calculate it backward. In that case, we can 

see that orders for control business have stalled to almost the same level as the previous year and that 

operating income will decrease by about 30% compared to the previous year. 

What do you specifically factor in the risk that orders and operating income will stall in the 4Q? Is it because 

of the recent supply chain confusion and the situation in Russia? Or are they simply conservative? 

 [A]: I think the reason why orders seem to stall is that they are compared with the strong figures in 3Q. In 

3Q, we have received many project orders that had been frozen due to COVID-19.  

On the other hand, in terms of product business, compared to the 3Q cumulative period of this year and last 

year, the situation is a bit more stable. Therefore, we are not very bullish. 

However, as you know, the end of the 4Q is the period when overseas customers with a fiscal year ending in 

December place orders after the budget for the new fiscal year is fixed, so there is a point as to whether the 

orders will be booked by the end of March. Some orders will drop out, and conversely, we may be able to 

get some orders that we thought would be tough. So please note that the figures for the order forecast take 

this situation into account. 

Based on the backlog of orders, this is our best effort in terms of sales. There has been a considerable 

recovery in project orders since 3Q, but the impact in the current fiscal year is limited in terms of 

contribution to sales. 

On the other hand, orders for product business have been firm, but it is difficult to increase sales by 

increasing production due to the recent shortage of parts. It is challenging to make up for the temporary 

sales gap of the project. 

Operating income is also considered to be conservative in terms of gross profit and SG & A expenses, but 

this is also a best-effort estimate. 

Technically, the projects have been returning to normal since 3Q. Although we will make sales using the 

percentage-of-completion method, in the early stages of a project, the rate of return is relatively low 

because sales are generated on a cost basis that incorporates contingency against risk. 

Risk reduction toward the end of the project may eliminate the contingency. Typically, this would offset the 

relatively low rate of return on new deals. However, in the recovery phase after a decline in new orders, as 

in this case, profitability tends to be lower. 

Another point, strategic projects that we will acquire even if we record a construction loss are coming up in 

the 4Q of this fiscal year, although it will depend on whether orders for these projects are received by the 

end of March. 

SG & A expenses are expected to remain at the same level as the previous year for the three months of the 

4Q, although there will be some fluctuations. 
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 [Q]: A supplementary question about orders. Is there any change in the pipeline outlook compared to three 

months ago? 

 [A]: In terms of pipeline, we are accumulating them steadily. 

On the other hand, the new pipeline is for FY22 and FY23, so we think it is more of a pipeline for next year 

and the year after next rather than this fiscal year. I have a positive figure for the total amount. 

 [Q]: To the extent possible, could you tell us about the factors behind the increase or decrease in operating 

income on page 11, in particular the direction of the gross profit margin and SG&A expenses? 

In light of the strong orders received this fiscal year and the recent depreciation of the yen, I have an image 

that you can expect an increase in profits due to increased sales and a positive foreign exchange rate. On 

the other hand, gross margins and SG & A expenses are not visible from the outside. In terms of gross 

margins, what is the situation with the backlog of orders? As for SG & A expenses, there have been times in 

the past when activity expenses have increased due to favorable market conditions, offsetting the effect of 

increased revenue. However, for the next fiscal year, I would like to know how SG & A expenses will 

increase, including how they can be reduced by introducing DX. 

[A]: We are in the process of drawing up plans for the next fiscal year in cooperation with the business side 

overseas and domestic sales companies, despite the external environment and many uncertain factors. 

I would like to focus on what kind of risks we are looking at now and what kind of improvements and 

possibilities we are looking at rather than talking about the specifics of the coming year. 

In terms of sales, we believe that the sales of projects will be able to grow steadily from this fiscal year. On 

the other hand, the sales of products will depend on the impact of the shortage of parts. Analysts and media 

reports suggest that this situation will continue through FY23, but I hope you understand that it is difficult to 

foresee this situation at this time. 

However, we are confident that we will be able to secure the current production volume for next year. How 

far we can extend depends on the external environment. 

In terms of gross margins, this fiscal year, the operating rate of the engineering section was low, with rising 

transportation costs and a decline in the volume of goods for projects, which made it difficult for our rate of 

return. 

As for the transportation cost, I think we have to assume that this will continue for the time being. On the 

other hand, as far as engineering is concerned, we will be able to improve our operating rate by recovering 

projects. In the current fiscal year, we have been working to improve procurement costs through activities 

such as global procurement. The effects of these efforts have not been shown in the figures partly due to a 

decrease in projects. I believe that a certain amount will be effective as the volume of goods returns. 

However, the impact on the cost of resale products due to shortage of component materials and other 

factors will have to be looked at from both sides. 

As for SG & A expenses, we will make a firm decision on how to allocate them appropriately, so I would like 

to refrain from giving you my comment as of today. 
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 [Q]: I would like to know more details about the orders in the Middle East. Is this increase in the orders 

caused by the occurrence of multiple projects?  As for profitability, I think you have accumulated strategic 

investment expenses for the project, but I would appreciate it if you could tell me about the current 

situation you handled. 

 [A]: We would answer large-scale projects in the current situation. The recovery of orders in the Middle 

East is because of the accumulation of multiple projects, including a super-large project of over 3 billion yen. 

The rate of return is also different for each project. Renewal projects for existing plants have a relatively 

high rate of return. On the other hand, when we want to acquire a new project, the rate of return is a little 

low. There is no big difference that the overall rate of return is worse or better than previous orders. 

[Q]: I think that the execution of strategic investment expenses and DX, etc., has progressed in the 3Q, Is 

this progress is in line overall? Also, could you please let us know if cost execution is expected to increase 

further in 4Q? 

[A]: In the forecast for the year, the increase in SG & A expenses are expected to be 3 billion yen compared 

to the previous year. The execution until 3Q is 2.9 billion yen. I think there are concerns about whether cost 

execution in 4Q may be outside the scope of the forecast. However, I hope that you will understand that we 

will basically continue the flow of cost execution related to new businesses and DX so far and carry out the 

same execution in 4Q. 

In addition, DX-related expenses are recorded as amortization expenses so that they will be executed in the 

same manner as the flow from 1Q to 3Q. 

Last year, due to the influence of COVID-19, activities in the first half of the fiscal year were restricted, and 

SG & A expenses were concentrated in 4Q.  Last year's expense execution was biased towards the second 

half. Therefore, we expect costs to be about the same as last year, as new business-related costs will be 

absorbed. 

 

 

[Q]: Regarding orders by industry in the control segment, I think you mentioned that there was a slight 

change in Upstream in 3Q compared to the first half, and I would like to know the details.  

We also want to see if the recent rise in oil prices has changed the investment climate in Upstream and 

Downstream. In particular, I would like to ask you if there is any change in the outlook for CAPEX 

investment. 

 [A]: Regarding the control business Upstream, I hope you will understand the trends in the Middle East that 

I mentioned earlier. After all, the biggest move is that the frozen projects in COVID-19 have been launched 

intensively in 3Q. 

Regarding the impact of crude oil prices, CAPEX is invested based on long-term forecasts of large demand 

rather than fluctuations in crude oil prices in the near future. Of course, if the price changes are really big, 

those investments might also be newly frozen. If the situation is the same as it is now, our customer's 

financial situation may become a little rich, but I hope you will understand that it will not have a big impact 

on our businesses that are coming to us. 
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 [Q]: As a supplement to Upstream, I understand that LNG projects have restarted globally and recently, but 

when you focus on LNG-related projects, is there anything that you can comment on pipeline order 

prospects? 

[A]: I'm sorry, I can't mention a specific figure, but as I said earlier, the total amount of the pipeline has been 

piled up toward FY23, and it includes a certain amount in both FY22 and FY23. 

[Q]: I would like you to explain the cost increase impact of procurement and distribution costs as a 

supplement. 

According to your explanation, the cost impact in 3Q is in line with the original plan, so I don't think there is 

much impact on the figures. For your company, although I think the parts have been in stock or prepared 

beforehand, could you explain if there are risks that logistics costs and procurement costs will adversely 

affect the current fiscal year and the next fiscal year? 

[A]: By the 3Q of this fiscal year, the impact of the surge in logistics costs on profits had deteriorated to the 

extent that it did not reach double digits compared to the previous fiscal year. 

On the other hand, while we are making various efforts such as changing the transportation method from 

airplane to ship and the packaging and shipping methods even ships, some of them are absorbed to a 

certain extent by the effects of measures to improve productivity. As I said earlier, we expect this to remain 

high for next year. 

Regarding the price of parts, as you have just mentioned, there is some delay when sales affect the cost of 

goods, so I think it was a level with almost no effect until 3Q. 

Looking ahead to the next fiscal year, our company and its competitors are in a similar situation regarding 

rising costs. Therefore, we believe that it is a natural policy to properly pass on prices not to cause a 

deterioration in profitability. 

 

[Q]: What is the growth rate of the increased orders in the control segment, excluding the foreign exchange 

impact?  

[A]It is expected to be around 10%. 

[Q]: Is orders in the control segment for 4Q supposed to be about the same as the previous year? 

[A]Yes. 

[Q]: In terms of the momentum of orders, I think it is getting stronger. Could you tell us about the 

sustainability of the momentum and the background of orders? 

First of all, I would like to ask if the strength of orders is the same as before. Large-scale projects are being 

restarted again, and the amount of orders is increasing. For example, are there are any changes, such as an 

increase in the ratio of the solution business compared to past projects? 

Next, Yokogawa seems to have a higher growth rate of orders compared to its competitors. I would 

appreciate it If you could analyze the background of winning orders and share it. 
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 [A]: Regarding the composition of orders, from the project side, the fact is that the businesses for existing 

customers and industries occupy a large position in terms of orders value. 

However, although the portion is still small, new industries, such as energy & sustainability (e.x. biofuels), 

are also included. As we explained on IR Day in December, our customer has steadily evaluated the proof of 

Concept of the unmanned operation project, and I feel that orders for new initiatives are gradually 

increasing. 

I hope you understand that our market and the industries contributing are wide. Our relationships with our 

customers are diverse. It is difficult to clearly show our superiority over our competitors, including our 

strengths and weaknesses, in a short time.  

[Q]: Isn't that kind of discussion circulating in the company? 

[A]: As I mentioned earlier, we are discussing further strengthening our strengths for next year amid the 

changing environment. Now is the final stage of discussions on how these figures can be expressed as actual 

figures and how they can be seen as actual results, and we will be working toward the end of March. 

[Q]— On a topic note, this is a collaborative project with Exxon Mobil, recently released by Yokogawa. 

Yokogawa was selected as the coordinator of this field test, and I believe that in the past, Yokogawa has 

been a coordinator of projects like MACs. When you think about the role that process automation 

companies will play in future customer relationships, is this release emblematic of that? 

Can you share any symbolic stories about Open Process Automation (OPA) news? 

[A]: It is one of the important initiatives that we will naturally strengthen. 

We believe that in the future, it will be essential for us to strengthen our solutions so that we can contribute 

to our customers' operations not only a limited role in control by using our products but also a role as a 

project organizer, including our customers' overall management and other companies' equipment. In that 

sense, I think you can take the release you pointed out as a symbolic move. 

[Q]: Do you have any indications about the ratio of projects to handle and organize other companies' 

equipment, or how many such projects are increasing? 

[A]: As of today, I have nothing specific to share with you. I'm sorry. 

 

[Q]: Please tell us about the areas, regions, and types of strategic projects that have been a keyword for a 

long time. 

[A]: This refers to a basic project in the region, which should be determined from various viewpoints and 

acquired despite initial losses. It is an individual decision to expect a ripple effect or conquer other 

companies' strongholds, etc. 
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[Q]: In that sense, not all appear in 4Q, but some are included in 3Q. 

[A]: Yes. However, it is still very short until 3Q. 

After all, the project started to move in this 3Q, and there is also the timing of the BID of the order from the 

customer of December settlement. This tends to be concentrated in the 4Q.  The first half of this year was 

even weaker, so we want to make sure that we get the best results from the rest of 4Q. 

[Q]:  About the year starting in April, should we assume the cost as much as in this 4Q? By winning strategic 

projects in this 4Q, can we expect it to be a positive factor next year?  

[A]- We will decide whether to increase the budget depending on the importance of the deal at the time 

and long-term returns, not just single-year gains and losses. At the very least, I think we will start with the 

same budget as this fiscal year. 

[Q]: Have there been any delays in the process from order backlog to sales due to circumstances on the 

customer side, especially on the projects? 

I've heard a lot about projects that have been delayed by the influence of COVID-19. I was wondering if that 

might be affecting sales. 

[A] That's what happened in some cases.  Even without the influence of COVID-19, the delay may occur due 

to the customer's circumstances. The situation is not getting worse now. 

In the last fiscal year, there were some delays in plant construction due to severe restrictions on movement, 

but the current situation is within normal limits. 

 

 [Q]Regarding the profitability for the next fiscal year, as mentioned in the previous question, what kind of 

allocation will be made for SG & A expenses? You mentioned that it is currently under consideration, but as 

a basic idea, this is one of the reasons for Yokogawa's low profitability, especially when compared with your 

competitors. 

The activity costs will naturally increase when COVID-19 calms down, but even excluding such factors, 

considering the current situation on order intakes, is Yokogawa in the mood to aggressively expand the 

business with the SG & A expenses and costs? Or is it a way of thinking to continue tightening to increase 

profitability? Just tell me what you think. 

[A]The answer is both. While the cost of conventional activities will be reduced by increasing SG & A 

efficiency, including the utilization of DX, etc., we need to allocate human resources, including those with 

expertise, to expand our business in other industries where we have been relatively weak. 

As for the allocation, the replacement is the highest priority, and we are considering various things for the 

next fiscal year's budget. 

In addition, in the event of a major acquisition in the strategic investment, we take it for granted that such 

amortization of goodwill and other expenses will be generated by non-organic, and regardless of how far 

the cost is factored in at the beginning of the year, we firmly assume such expenses. At present, that's all I 

can answer for you. 
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[Q]: Just to confirm, based on excluding M & A, there is not much change in the total amount, but is it 

correct that it is the allocation within the total amount? Yokogawa will reduce the number of traditional 

projects and increase the number of new projects. As a result, the total number of frames may not increase 

so much. Is that correct? 

[A]To be honest, I would like to apologize for not mentioning the increase or decrease at this point, but that 

is the basic idea. 

If we were to increase the amount, I think we might do something after confirming in the form of a 

temporary fee, but I hope you will wait a little longer. 

 

 

There seem to be no more questions, so that we will finish the briefing session. 

Thank you for joining us today. 

[END] 

 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
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