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Fujii: Hello, everyone. This is Fujii from Nikko Co., Ltd. Thank you for joining our third-quarter financial 
results briefing. I will present for about 30 minutes first, and then I hope you will ask as many questions 
as you can. 

 

As for the current fiscal year, I would say that our business performance has been relatively strong 
since the first quarter. As of the end of the third quarter, net sales and profits, especially profits, were 
strong, with the operating income doubling compared to last year. Order intake is also on pace to 
exceed last year's results. 

In terms of costs, there were no significant changes in the business environment of our core AP 
Business and BP Business compared to the second quarter. 

In the AP Business, our customers, road paving companies’ sales are recovering, leading to an 
increase in both our net sales and profits compared to last fiscal year. On the other hand, our 
overseas business, focused on China and ASEAN, continues to be unstable. 

Regarding BP, the price index of ready-mixed concrete increased compared to the past, and the total 
shipment volume of ready-mixed concrete showed a slight declining trend. Nevertheless, our 
customers' proactive capital investments continue. 
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Here are the highlights of our performance through the third quarter of this fiscal year. Overall, results 
were solid, but some areas were underperforming. I will explain separately. 

First, in the domestic AP-Related Business, product and maintenance net sales increased compared 
to last fiscal year and profits were also strong. 

BP also continuing to outperform last year’s results. 

The Contract-Based Manufacturing Business was in a good situation in terms of order intake, net 
sales, and profits, similar to the second quarter. 

Regarding Other Business, due to labor shortages in the construction industry and the growing 
importance of safety measures, sales of original aluminum temporary construction equipment 
increased by approximately 200 million yen compared to the same quarter last fiscal year. 

On the other hand, regarding the Crusher-Related Business, the ODA projects for Ukraine boosted 
last year’s numbers but for this current fiscal year, domestic sales and order intake are sluggish. 
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Next, I would like to explain the numbers. This is the three-month performance of the third quarter of 
fiscal year 2024. Looking at the results of the third quarter, both net sales and profits were down 
compared to the same quarter last fiscal year. Net sales slightly decreased from 10.6 billion yen to 
10.4 billion yen and operating income decreased from 449 million to 267 million yen. 

On the other hand, for the cumulative nine months, net sales amounted to 33 billion yen, and 
operating income was 1.5 billion yen, representing all-time records as of the third quarter. 

The full-year forecast is displayed on the right, with projected figures of 8 billion yen for net sales, 2 
billion yen for operating income, and 2 billion yen for net income. 

By the end of the third quarter, our net sales and operating income progress rates were 68.9% and 
57.3%, respectively, below the typical 75%. However, with sales and profits concentrated in Q4, this 
year aligns with our full-year forecast. 

Sales progress improved from 62% to 68% this quarter, and profits have risen from 36% to 57%. I 
think this year's performance is favorable when adjusted for special factors. 
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Moving on to the segment-specific figures, let's examine the results for the third quarter of this fiscal 
year, spanning three months. In this period, the AP and Crusher-Related Business segments incurred 
losses. 

Last year, AP had a 214 million yen operating loss in the third quarter, while the Crusher-Related 
Business was outstanding profitable. This year, the Crusher-Related Business turned into a loss due 
to significantly reduced net sales. 

Regarding the cumulative figures for the past 9 months, I think the progress of each segment is good 
compared to the full-year forecast, and I believe there will be no significant fluctuations. 

This term, BP is performing well and has recorded an all-time record in net sales. As of the third 
quarter, net sales were approximately 10 billion yen, and the operating income was 1.1 billion yen. 
BP is progressing very smoothly. 
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Next, we have created a similar table each time and show you the trend of the numbers for each 
quarter. 

Please take a look at the order backlog, net sales, operating income, and operating margin for the 
third quarter of this period. This period surpassed the previous period in order backlog and exceeded 
the previous period in all aspects. 

Net sales for the fourth quarter are expected to be approximately 14.9 billion yen, with an operating 
income of 1.4 billion yen. Some may wonder if these figures can be achieved within the fourth quarter, 
but last year's results were net sales of 16.4 billion yen, and operating income of 1.2 billion yen. This 
year's forecasts are slightly lower than last year, so we believe the target for this period can be 
achieved without any issues. 
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Next, we present the trend in order intake over the past 10 years using a bar graph. The full-year 
forecast for this fiscal year is 48.5 billion yen, which represents a decrease of 0.2 billion yen compared 
to last year's 48.7 billion yen. However, we consider this year’s results to be nearly flat to last year’s. 

In the past, our order intake hovered around 40 billion yen. Last year, it reached 48.7 billion yen, 
marking a more than 20% increase from the previous year. For this fiscal year, we expect to achieve 
a similar level of order intake, with a forecast of 48.5 billion yen. 

Next to that is the order intake situation by segment for the third quarter and the overall order intake 
situation. BP’s order intake increased by 15%, AP’s by 2.5%, but the Environment- and Conveyor 
segment decreased by 8% compared to the same quarter last year. 
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Next, let’s talk about the order backlog. When making forecasts for the next fiscal year, the end-of-
period order backlog is crucial.  

We expect the order backlog at the end of fiscal year 2024 to be 22.8 billion yen. This is a slight 
increase of about 500 million yen compared to the previous year's end of 22.3 billion yen. I believe 
we can start the next fiscal year with this figure.  

As of the end of the third quarter, it increased by 3.7% compared to the same period last year, mostly 
seen in BP and Environment and Conveyor segment. On the other hand, AP decreased by about 
10%. 

Next, I’ll skip from page 10 to page 15 and proceed directly to page 16. 
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This page compares the ordinary income for this fiscal year to last year's and analyzes the key factors 
influencing the changes. The ordinary income for this year’s third quarter was 1,871 million yen, an 
increase of about 900 million yen from last year's result of 975 million yen.  

The biggest factor was a 5.4 billion yen rise in net sales. Next was the improvement of about 1 
percentage point in cost of sales ratio, leading to an increase of about 500 million yen.  

Expenses, which included personnel expenses, freight costs, administrative expenses, and travel 
and transportation also increased significantly. Moreover, SG&A expenses of Matsuda Kiko and 
Nishinihon Real Estate were also added via M&A activities, resulting in a decrease of 109 million yen 
year-over-year. 
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Next, I would like to briefly explain the balance sheet. Total assets reached 64,989 million yen, an 
increase of 2.7 billion yen from the end of the previous fiscal year. This growth was due to changes 
of approximately 1 billion yen in current assets, 1.7 billion yen in tangible fixed assets, 22 million yen 
in intangible fixed assets, and 57 million yen in investments and other assets.  

Regarding liabilities, current liabilities increased by 2.0 billion yen and non-current liabilities increased 
by 470 million yen. Net assets increased by 218 million yen, bringing net assets per share to 866 yen. 

The main factors for impact are listed to the right, but none are specific to this quarter. Non-current 
assets increased due to continued active capital investment. 
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This section analyzes the impact factors on full-year profits. We anticipate an ordinary income of 2.9 
billion yen this fiscal year, up approximately 750 million yen from last year. The primary factors of this 
profit growth will be increases in sales and improvements in the cost of sales ratio. 

Annual personnel expenses are expected to increase by approximately 1 billion yen. Other expenses 
are also increased by the third quarter, resulting in a considerable overall increase. 

This concludes with our financial results for the third quarter of this fiscal year. Next, I would like to 
talk about this quarter’s topics. 
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First, I would like to talk about our Surplus Soil Fluidized Treatment Facility. This equipment is not 
new, but due to the recent increase in inquiries, I would like to introduce it. 

Surplus soil has gained value and is now in demand, partly due to increased awareness following the 
road cave-in accident in Yashio City, Saitama Prefecture. 

The demand for surplus soil used in rehabilitation of infrastructure such as water supply network and 
sewage system has been pointed out even before the accident in Yashio City. Therefore, efforts are 
still being made to promote the fluidization of surplus soil for effective utilization as a valuable 
resource. 

We create highly fluid fresh concrete by combining water and solidifying agents like cement with 
surplus soil and muddy earth, which is used for backfilling roads. This mixture is easily poured into 
excavated areas during infrastructure development, effectively filling gaps and offering a user-friendly 
solution. 

This plant’s structure is similar to our batching plant and is not our newly developed equipment. 

There is also a growing demand for mobile batching plants, as shown at the top right of this slide, 
over traditional stationary plants, particularly during disaster recovery efforts and in tight construction 
sites. We would like to highlight this trend as well. 
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This is an illustration of the Surplus Soil Fluidized Treatment Facility's operation, along with an 
example of liquefied treatment soil on the right and a photo of the actual pouring process below. 

 

Next, I will discuss our current analysis and outlook on achieving management that is conscious of 
capital costs and stock price. 

This document was introduced at the previous briefing. This time, we updated our ROE forecast for 
this fiscal year to around 5.8%. 
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Compared to the past two years, where ROE was 4.1% and then 3.2%, it had dipped slightly below 
3.2%. However, we anticipate it will increase to approximately 5.8% this fiscal year, though not 
reaching 6.8%. 

 

Next is the cost of equity. Looking at past figures, our cost of equity has been relatively low, hovering 
around the 4% range. 

Interest rates are rising, and we expect them to exceed 5% in the future. In this context, it is crucial 
for us to enhance our ROE and determine how much we can surpass the cost of equity capital by 
5%. I believe that the key will be to widen the equity spread. 

This fiscal year marks the conclusion of our current Medium-Term Management Plan. The next 
Medium-Term Plan is also scheduled for three years, with a target of at least 8% in the final year of 
fiscal year 2027. After that, we aim to achieve 10% by the fiscal year 2030. 

As a key initiative, we believe it is crucial for our company to focus on maximizing not only our earning 
potential but also the profitability of our core business. 
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Next, I will provide specific items on maximizing operating income. 

Our strategy involves improving the profitability of our core AP and BP-related Business while growing 
new ventures like Crushers-Related and Contract-Based Manufacturing Business. We will achieve 
this transformation by adjusting pricing strategies and broadening our asset management services. 

We will focus on improving the profitability of our maintenance business and enhancing the earnings 
of our struggling Thai operations, aiming to expand our operating income. 

Under our current Medium-Term Management Plan, we maintain a dividend payout ratio of 60%. 
Although the next plan has not been finalized, we do not intend to make significant changes to this 
ratio.  

We will conduct share buybacks flexibly, but at present, we do not plan to aggressively purchase a 
large number of our own shares. 

We expect our net assets to be approximately 35.5 billion yen by the end of fiscal year 2027. If we 
maintain the current dividend payout ratio of 60%, our net assets will not increase significantly. 
However, considering the stability of our management, we aim to maintain an equity ratio of around 
50%. 

Currently, our cross-held shares exceed 15% of our net assets. Although we have not acquired new 
shares, the increase in stock prices has raised this ratio above 15%. In the next medium term, we 
aim to reduce this ratio to below 10%. 

We will continue to hold quarterly earnings briefings for shareholders and investors. Additionally, we 
have been publishing an integrated report since about five to six years ago, and we plan to further 
enrich the information disclosed in this report. 

Recently, we have seen an increase in individual investors, which is a positive trend. Therefore, we 
will provide more information tailored to individual investors, aiming to help them understand our 
company better and encourage them to remain long-term shareholders. 
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Once again, I would like to discuss our Shareholder Return Policy. For this fiscal year, we 
implemented an interim dividend of 15 yen. The year-end dividend has been set at 17 yen, an 
increase of 2 yen from the initial forecast of 15 yen. As a result, the annual dividend will be 32 yen, 
with a dividend payout ratio expected to be 61.3%. 

In the fiscal year 2019, we paid a dividend of 40 yen, which included a commemorative dividend for 
our 100th anniversary, resulting in a payout ratio of 97.6%. However, this cannot be directly compared 
to the current situation due to the special nature of that dividend. Although the 32 yen dividend for 
fiscal year 2024 is comparable to the 2019 level, we are not satisfied with this and aim to increase 
profits and expand our dividend plan in future years. 

This is the end of my presentation.  
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Questions with Written Responses 
 [Q]: I would like to ask about AP's operations in Thailand. Although the order intake and backlog 
have decreased compared to the previous year, could you provide your outlook for performance in 
the next fiscal year? 

 

 [A]: Regarding Thailand, the order intake and order backlog for fiscal year 2024 have decreased 
compared to fiscal year 2023. 

Regarding future prospects, in fiscal year 2023, we received more orders than anticipated due to 
penetration of our plants in Thailand compared to the start of business in fiscal year 2022. This is 
also attributable to aggressive sales activities. However, in fiscal year 2024, the order backlog is 
expected to decrease. 

Currently, prices are being affected by China, leading to sluggish order intake. Not only construction 
machinery but many products are experiencing oversupply in China, resulting in stagnant demand. 
Consequently, many export products from China are entering the Southeast Asian market, 
particularly Thailand, disrupting the supply and demand balance. 

Asphalt plant demand is affected by China's reduced domestic demand, and we're struggling with 
pricing, leading to decreased orders compared to fiscal year 2023. 

 [Q]: The order backlog at the end of fiscal year 2024 is expected to increase slightly compared to 
the end of fiscal year 2023. What is your view of the direction of business performance for the next 
fiscal year? 

 [A]: Regarding the direction of performance for the next fiscal year, we have not yet announced our 
performance forecast for the upcoming fiscal year, and it has not been officially decided within the 
company. Therefore, I would like to only discuss the general direction at this time. 
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As you noted, the order backlog for the next fiscal year is slightly higher than it was a year ago. We 
believe that it will increase further in the future. In any case, we believe we can start at a high level. 

As for the results of the next fiscal year, our AP and BP production will be almost going with order 
intake. Therefore, it is possible to predict business performance from the order backlog of initial. We 
expect the figures for Domestic APs and BPs to be higher than the previous year. 

There are no significant negative factors for other businesses aside from our two main businesses in 
the next fiscal year. Therefore, we anticipate that domestic operations will see an increase in both 
net sales and profits compared to the current fiscal year. 

Uncertainties include overseas, especially the China and Southeast Asian markets. Regarding China, 
we were in lost last fiscal year, but we have turned into a surplus this fiscal year. However, compared 
to the past, net sales and profits have declined significantly. We cannot expect a significant 
improvement in the situation in China in the next fiscal year, but on the contrary, we do not expect it 
to deteriorate significantly. 

What I am most concerned about is the business in ASEAN, especially Thailand. Since the order 
intake situation is not good and there are few backlogs, I am worried about the start of fiscal year. 
We are concerned about this. That's all. 

 [Q]:  Last week at the All People's Congress, China increased its capital investment subsidies, do 
you think this will make the outlook for AP more bullish? 

 [A]: The announcement of an increase in investment subsidies is good news, but it is difficult to 
predict how much it will impact our plant. 

In China, the economic downturn caused by the real estate slump has significantly reduced 
infrastructure investments in fiscal year 2023. However, there is a prospect of slight recovery in fiscal 
year 2024. The Chinese government aims for economic growth exceeding 5%. Additionally, due to 
tariff issues with the U.S., there is a possibility that U.S.-China trade may decrease in the future. In 
this context, the Chinese government is considering expanding domestic demand. 

Infrastructure investments have a significant impact on the economy, so we can expect fiscal 
spending on infrastructure in addition to subsidies for equipment investments. Our plant sales depend 
on road budgets, so for the next fiscal year (starting April 2025), we currently see few negative factors. 

 [Q]: Ceasefire negotiations in Ukraine are underway, do you think the demand for crushers will 
increase with the reconstruction assistance of the Japan government? 

[A]: We provided Mobile Crushers to Ukraine last fiscal year at the Japanese government's request. 
If the ceasefire advances, Japan is likely to actively support Ukraine's reconstruction. The crushers 
we supplied were limited in processing debris, but as rebuilding progresses, demand for debris 
handling will rise. Mobile Crushers are practical and will likely be in demand. 

We cannot comment on the specifics of government support, but we see potential opportunities. 
Roads and concrete structures may be damaged, and if our asphalt and concrete plants are involved 
in reconstruction, we note that there are few domestic manufacturers in these areas. As a top 
manufacturer, we believe we can contribute to Ukraine's rebuilding efforts. However, the ceasefire's 
progress and Japan's support areas are uncertain, so this remains speculative. 
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 [Q]: Cumulative Operating income for the third quarter was about 1.5 billion yen, which is 57% of the 
full-year plan of 2.7 billion yen. What is your assessment of the internal plan? Could you also tell us 
about progress by segment? 

 [A]: Regarding our internal plan, our current progress is almost on budget. The upside is not great, 
but we are progressing on schedule. 

Regarding progress by segment, I think progress in BP is good. On the other hand, the Crusher-
Related Business, which is mainly Mobile Crushers, is a little behind budget. 

This means that there is no significant upside or downside in terms of budgets between segments. 
That's all. 

 [Q]: Recently, BP has been leading in performance, but I believe AP will take the lead in the next 2-
3 years. Could you provide a comment on the improvement of the operating income margin for the 
AP Business? Is it difficult to secure an operating income margin of 10%? 

 [A]: This is a question we often receive during earnings briefings, and in our one-on-one discussions 
with investors, we frequently hear feedback about whether we can further increase the profit margins 
for AP, as a top manufacturer in the domestic AP market. I believe we received a similar question 
this time as well. 

As you mentioned, there is indeed potential. We occupy 70% to 80% of the domestic market. Typically, 
as a price leader, we are expected to raise prices; however, due to the decrease in overall demand 
in Japan compared to the past, I think it is not easy to raise prices. 

We are focusing on our unit-type VP series. We strive to provide ease of use for our customers while 
also working to reduce manufacturing costs. 

In addition to securing consistent profits, companies that have been doing their own maintenance will 
find it more difficult to do so in the future due to the labor shortage. As a result, more and more 
maintenance will be requested from manufacturers. 

The maintenance business has a high profit margin and the potential to increase sales. There have 
been opportunities in the past, but it has been challenging to allocate sufficient personnel to this field. 

Although we have been facing a labor shortage, we have actively hired new graduates and mid-
career professionals over the past two years. While it takes time for new employees to become fully 
productive, we believe that with an increase in human resources by around three years from now, we 
will be able to secure work as we did in the past. 

It is challenging to increase product profit margins, but if sales of high-margin maintenance services 
increase, we believe there is a good possibility of achieving a domestic AP operating income margin 
of 10% within 2 to 3 years. That is all. 

 [Q]: There have been news about road cave-in accidents. Are there any favorable trends for your 
domestic business as a result? 

 [A]: There hasn't been a significant impact on our domestic business from the news about road cave-
in accidents, especially after the accident in Yashio City, Saitama Prefecture. As I mentioned earlier, 
there is a possibility of such accidents occurring in the future. However, at present, there is no major 
effect on our AP and BP Business or other operations. 
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 [Q]: Mr. Fujii, I believe this will be your final presentation. Considering we aim for a market 
capitalization of 50 billion yen, do you have any advice regarding what remains to be done? 

 [A]: I have received farewell comments from those who have long supported our company. Currently, 
our market capitalization is around 28 to 30 billion yen, with a stock price fluctuating around 700 yen. 
Honestly, it is difficult for me to leave this position under these circumstances. 

In the past, I have stated that reaching a market capitalization of 50 billion yen is not particularly 
something to boast about.  

As a manufacturer, I aim for at least 100 billion yen in sales and a market capitalization of 100 billion 
yen. However, achieving this is still a bit in the future. 

Although we did not reach the 50 billion yen goal, we have significantly expanded our sales from 
around 30 billion yen to approximately 48 billion yen over the three years of our current Medium-Term 
Management Plan. Our sales have more than doubled from the era when they were stagnant at 30 
billion yen. 

Our employee count has not doubled over the past three years, but it has increased by about 1.5 
times compared to ten years ago. In this sense, it is crucial to increase the number of necessary 
personnel, expand our business domains, and increase our sales. If we do not expand our top line, 
increasing profits will not lead to company growth. Therefore, I have invested management resources 
to grow our top line. 

In the past, our equity ratio exceeded 70%. To advance investments, we conducted several M&A 
activities. Although our business has not fully grown yet, we have made significant progress in 
ASEAN and have a clear direction for our future overseas strategy. 

First and foremost, we need to increase sales and human capital. I believe we have achieved this to 
some extent. 

Over the next three years, I expect profits to increase, and I anticipate further sales growth. I hope 
we can become a company with 100 billion yen in sales and a market capitalization of 100 billion yen 
soon. 

 

End 

______________ 

Note: This script is provided to offer information to those who did not attend the financial results briefing. Please 
be aware that some parts of the content have been added or modified to enhance clarity. 


