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Presentation 

Hello, everyone. My name is Toru Kurono, President and COO. Thank you very much for 
participating in today's presentation of NITTO KOGYO CORPORATION's financial results briefing 
for the second quarter of the fiscal year ending March 2022. 

I would also like to take this opportunity to express my sincere gratitude to all of you for your 
continued support and guidance to NITTO KOGYO. 

 
I will now explain in accordance with the presentation materials for the financial results briefing.  

This is the table of contents for today. I would like to explain the items 1 through 4. As item 5 
is reference materials, please take a look at them later. 
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I will now explain the highlights of the consolidated financial results for Q2 of the fiscal year 
ending March 2022. 

Net sales were JPY61 billion, a YoY decrease of 3.8%. This was due to the impact of COVID-19 
and the loss of special demand in the previous year. Operating income was JPY3.9 billion, down 
23.1% YoY. This was due to a decrease in marginal profit caused by the decline in sales, the 
impact of soaring materials prices, and an increase in SG&A expenses. 

Ordinary income was JPY4 billion, down 22.2% YoY, and net profit reverting to parent company 
shareholders was JPY2.6 billion, down 19.5% YoY. 

Against the business plan for H1 of the fiscal year, net sales did not reach the target, but profit 
items exceeded the targets. We had assumed that sales prices would fall due to intensifying 
competition among companies, but actually the prices increased substantially from the plan. I 
will explain the details later. 
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Some of you will be attending for the first time, so I would like to give you a brief explanation 
of the NITTO KOGYO Group and its business segments. 

In the 2020 medium-term management plan, we had 4 business segments, but from the 
fiscal year ending March 2022, we changed them into 3 segments. This is to align with the 
business strategy of the 2023 medium-term management plan. 

The first one, shown in red, is the Electric and Telecommunication Infrastructure-Related 
Manufacturing, Construction, and Service business, which accounts for 59% of sales and 68% 
of operating income, making it the core business of the Group. 

The second one, shown in purple, is the Electric and Telecommunication Infrastructure-
Related Distribution business, led by subsidiary SunTelephone Co., Ltd. The segment accounts 
for 29% of sales and 8% of operating income. 

The third one, shown in light blue, is the Electronic Components-Related Manufacturing 
business, a highly specialized business, which accounts for 11% of sales and 23% of operating 
income. The segment is led by Kitagawa Industries Co., Ltd. 

The previous Construction/Service business segment has been absorbed into the Electric and 
Telecommunication Infrastructure-Related Manufacturing, Construction, and Service business. 
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The following are the financial highlights by segment for Q2. Please note that the segment 
names are abbreviated in this slide and on the following pages. 

The Manufacturing, Construction, and Service business will be explained in detail on the next 
page, so I will skip this part. 

In the Distribution business, both sales and income decreased due to a decrease in sales of 
network equipment and its components as a result of a decline in orders for office and data 
center-related projects, as well as the loss of sales related to GIGA School projects recorded in 
the previous fiscal year. 

In the Electronic Components-Related business, sales of various products increased due to the 
recovery of demand, which had been sluggish due to the effects of the COVID-19 pandemic. 
Both sales and income increased partly due to an increase in orders received in advance for the 
purpose of building up inventories, reflecting the tight supply-demand situation for raw 
materials. 
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The following is a breakdown of sales by sub-segment for the Group's core Manufacturing, 
Construction, and Service business. 

Although sales were affected by the impact of COVID-19, those of related products were steady 
in line with 5G-related facilities investment and sales of Gathergates Group Pte Ltd, an overseas 
subsidiary, increased. In addition, as shown in the table, the internal sales elimination, which is 
written in parentheses, decreased about 42% YoY, resulting in the overall YoY increase in 
segment sales. 

In the sub-segment of enclosures and that of breakers, switches, parts, and others, sales of 
related products increased in line with the recovery of the FA market and 5G-related facilities 
investment. 

In the construction and service sub-segment, the previous fiscal year’s office-related demand 
due to layout changes to prevent COVID-19 and other special projects disappeared. However, 
sales increased YoY due to the installation of network equipment and network infrastructure 
construction work. 
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The next page shows YoY changes in operating income for Q2. 

The dotted line on the right side of the graph divides NITTO KOGYO's non-consolidated factors 
for changes in income on the left side and the Group's factors on the right side. 

First of all, operating income decreased from JPY5 billion in H1 of the previous fiscal year to 
JPY3.9 billion in H1 of the current fiscal year, a YoY decrease of JPY1.1 billion. 

On a non-consolidated basis, NITTO KOGYO's operating income was slashed by around JPY800 
million due to a decrease in marginal profit as a sales factor, and by approximately JPY250 
million due to a change in the revenue recognition standard. As a variable cost factor, the surge 
in raw materials prices lowered income by about JPY350 million. In addition, the fixed cost 
factor was a negative JPY300 million, which came from an increase in SG&A expenses. The 
overall decrease in operating income was JPY1.7 billion on a parent-only basis. 

In terms of the Group’s factors, operating income was boosted by some JPY600 million as 
earnings of the Kitagawa Industries Group, which had been severely depressed by the impact 
of COVID-19 in the same period of the previous year, recovered significantly. 
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This is a consolidated cash flow statement. The left side shows the results in H1 of the previous 
year and the right side shows the results in H1 under review. 

Cash flow due to sales activities was a positive JPY4.9 billion, unchanged from the year-before 
figure. Cash flow due to investment activities was a negative JPY3 billion, which was mostly due 
to the acquisition of fixed assets. Cash flow due to financial activities was a negative JPY4.9 
billion, and the balance of cash and cash equivalents at the end of Q2 was JPY31.4 billion, a 
decrease of JPY2.9 billion from the balance at the end of the previous fiscal year. 
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Next is a summary of the consolidated financial position. 

Total assets decreased due to the repayment of JPY3 billion in short-term loans payable for 
M&A purposes and the payment of JPY1.8 billion in dividends. 
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Now, let me explain the topics for the year ending March 2022. 

As we announced at the end of September, NITTO KOGYO has selected the Prime Market as 
the market to which it will belong under the new market segmentation on the Tokyo Stock 
Exchange. At the end of November, we also submitted the revised Corporate Governance Code 
and the corresponding Corporate Governance Report. 

In addition, as a company listed on the Prime Market, we will strive to proactively disclose a 
variety of things, both financial and non-financial items. 
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The next issue is the impact of the sharp rise in raw materials prices on our business 
performance. 

Our products include enclosures, information and communication racks, and distribution boards, 
in which a lot of iron is used. We believe that the surge in delivery prices will have a significant 
impact on our business performance in H2 of the current fiscal year. 

In addition, a lot of copper is used in distribution boards for the wires and the parts that carry 
the electricity. This will also put pressure on profits. 

For the full year, we expect the impact on the entire Group will exceed JPY1.5 billion. 
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Next, I would like to talk about a price revision. 

We published a press release this week, on November 29. From July 2022, we will implement 
a price revision for NITTO KOGYO products. As I mentioned earlier, soaring raw materials prices 
will have a significant impact on our business performance. 

We have been working hard to reduce costs and cut expenses throughout all departments, but 
it has become difficult for us to absorb the price rises through our own efforts, so we will be 
revising our prices. 

In the past, we revised our prices in October 2018, for the first time in 13 years. This time, we 
would like to add the surge in materials prices to some of our products. 

The target products, product groups, and revision rates are shown in the table. 
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Next, I would like to report on the consolidated earnings forecast for the fiscal year ending 
March 2022. 

First, we forecast net sales of JPY136 billion, down 1.4% YoY. Due to the recovery in demand 
for facilities investment, we expect an increase in sales in the existing markets, but we expect 
an overall YoY decrease in sales due to the loss of the GIGA school concept-related demand, 
which was special demand in the previous fiscal year. 

We expect operating income at JPY9.5 billion, down 23% YoY. We expect the decrease in 
operating income due to soaring raw materials prices, intensifying price competition, and 
deteriorating Group performance. 
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Next, let's look at the trends of consolidated operating results. 

In the fiscal year ending March 2022, if we generate the results as planned, we will have the 
third-highest net sales and sixth-highest income in our history. 
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Next is the forecast by segment. 

First of all, we expect to see sales of JPY78.1 billion in the Manufacturing, Construction, and 
Service business, up 1.7% YoY. For the fiscal year ending March 2022, we expect that the 
impact of COVID-19 will be less than in the previous year ended March 2021, and demand in 
the existing markets will recover, resulting in the increase in sales. 

Specifically, we will aim to achieve our goals by promoting product proposals in the 5G-related 
market, especially to major and regional telecoms operators, and by promoting sales activities 
with an emphasis on the profitability of Gathergates, a Singapore-based distribution board 
manufacturer. 
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Next is the Distribution business. 

We forecast net sales in the Distribution business at JPY46.2 billion, a YoY decrease of 7.4%. 
Although we expect sales to increase in the existing markets due to the recovery in demand for 
facilities investment, this will not be enough to cover the loss of the special demand for GIGA 
School projects, leading to the decline in sales. However, in H2 of the fiscal year, we expect 
some delayed projects to be launched. 

The main initiatives will be to strengthen our activities to acquire projects in the 5G-related 
market, and we will strengthen our efforts to expand earnings in overseas markets to achieve 
our goals. 
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Next, I would like to explain our forecast for the Electronic Components-Related business. 

We expect sales of electronic components-related products at JPY11.7 billion, up 4.5% YoY. 
In the fiscal year ended March 2021, there was a significant negative impact of COVID-19. In 
the fiscal year ending March 2022, the impact of COVID-19 will be less severe and demand 
will recover, leading to the increase in sales. However, for H2 of the fiscal year, we expect the 
environment to be uncertain due to production cutbacks in the automobile-related market and 
the impact of difficulties in procuring materials. 

Specifically, we will strengthen sales of EMC countermeasure products and thermal 
management products for electric vehicles. 

The EV chamber is a new facility that has been in operation since June 2021. This is a facility 
that can be used for various tests, and we would like to utilize this testing facility to market 
our solutions. 
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The next page shows the factors behind the expected changes in operating income for the full 
year. 

Against operating income of JPY12.3 billion in the fiscal year ended March 2021, we forecast 
operating income for the fiscal year ending March 2022 at JPY9.5 billion, down 23% YoY. 

Again in this graph, the left side of the dotted line is the impact from NITTO KOGYO alone, 
and the right side is the impact from the Group. 

The majority of the decrease in income will be attributable to NITTO KOGYO on a non-
consolidated basis. As for the factors behind the decrease in income, as mentioned here, 
though marginal profit will increase, operating income will be slashed by JPY550 million due to 
the change in the revenue recognition standard and by JPY300 million due to the sales factor.  

As for a variable cost factor, as I have already mentioned many times, income will be lowered 
by JPY1,750 million due to the sharp rise in materials prices. The fixed cost factor will be the 
same as in the previous fiscal year. 

As for the Group factors, the profit decline of SunTelephone, which was strong in the previous 
fiscal year, will have a significant impact on the overall Group, and we expect this will 
decrease income by JPY750 million. 
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The next page shows the consolidated facilities investment and depreciation and amortization 
plans. 

For the fiscal year ending March 2022, the investment amount will be JPY6.6 billion, a YoY 
increase of JPY1.6 billion. This includes regular investment for replacements and the core 
system at SunTelephone, as well as interior work for Kitagawa Industries' EMC center. In 
addition to the above, the cost of building the Seto Plant, which will start operation in 2024, is 
added. 

Depreciation and amortization expenses for the fiscal year ending March 2022 will be JPY4.2 
billion, a YoY increase of about JPY500 million. 
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Next is the dividend status. 

With the aim of maintaining stable dividends to shareholders, NITTO KOGYO's dividend policy 
is based on a dividend payout ratio of 30%, also taking dividend on equity, or DOE, into 
account. 

For the fiscal year ending March 2022, we plan to pay a dividend of JPY25 per share for H1 
and H2, respectively, leading to JPY50 for the full year, due to the expected decreases in sales 
and profits. The dividend payout ratio will be 30.7%. 
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Next, I would like to talk about our medium-term management plan. 

First of all, before thinking about what we should do in the medium-term plan, we thought 
about what we should aim for in the long term, 10 years ahead, as management. 

This time, as the NITTO KOGYO Group, we have decided to launch a new long-term vision: To 
be a corporate group that delivers reliability and peace of mind to the future of the earth. We 
will support the social infrastructure, strive to create a safe and secure future, and aim to be a 
trusted corporate group that solves problems. 

As a company, we have a responsibility to contribute to the Sustainable Development Goals 
adopted by the United Nations. The Group will address the related important issues as shown 
here. 

As a result, we will not only increase our sales and profits, and thus increase our economic 
value, but we will also increase our social value through the resolution of these issues, and 
together we will aim to increase our corporate value. 
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Next is the Group's basic strategy. 

There are 3 main categories. This first one is to promote individual company brand strategies. 
The second point is to expand the business areas and technological domains. The third one is 
globalization. 

The first is to promote the individual company brand strategies. The members of the NITTO 
KOGYO Group are all companies with history, technologies, and strengths. We would like to 
utilize and refine the strengths of the individual companies and further aim for mutual 
utilization within the Group. 

The second point is to expand our business areas. We will expand our business and 
technological domains by aggressively investing in growth areas. We will focus on creating 
new value by mutually utilizing the technologies and expertise of the Group, and in some 
cases, collaborating with alliance partner companies and start-up companies. 

The third point is globalization. Transplanting technologies, expertise, and products/services 
cultivated in Japan to overseas markets. The NITTO KOGYO Group will enhance its presence 
in the overseas markets by increasing cooperation between the Group companies in Japan 
and overseas. 

We believe that if the many companies shown in this figure deepen their cooperation and act 
with specific goals in mind, the Group will be able to grow definitely. 
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Next is the long-term growth story toward 2030. 

The NITTO KOGYO Group will strive to enhance its corporate value by balancing economic 
value and social value. We will grow into a corporate group that delivers reliability and peace 
of mind to the future of the earth. 

In the 2020 medium-term management plan, we worked to find the seeds to evolve our 
businesses. As a result, we have found the social issues to be tackled and business goals to be 
addressed. In the 2023 medium-term management plan, we will use the 3 years to lay the 
foundation for taking off in the next step, the 3 years to create new businesses, and the 3 
years to prepare the Seto Plant that is needed for growth. 

Once we find some potential, we will evolve our businesses, nurture the seeds for change, 
and build a solid business foundation. 

These are the long-term management concepts that the NITTO KOGYO Group is aiming for. 
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Next is our medium-term management policy. 

We have set our basic policy as solidifying our foothold and conducting aggressive 
management. In order to make each of our current businesses an overwhelmingly number 1, 
we will be actively working to strengthen our sales structure using DX and to expand into a 
new era of manufacturing. 

We will also strengthen the Group's management base and deepen cooperation to further 
draw out the strengths of each company. We used the word "foothold" to describe what we 
need to do now to achieve sustainable growth in the long term. This is to strengthen the 
selling mechanism and shift to manufacturing for a new era. 

We will also practice aggressive management. We will generate cash in our current 
businesses and use that cash in an attempt for business expansion. We will also accelerate 
our efforts in overseas business and new businesses, and if the entire Group can grow, we will 
work on various measures, also with an eye to M&A. 
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These are the financial goals. 

In FY2023, the final year of the medium-term management plan, we aim to achieve 
consolidated net sales of JPY150 billion, operating income of JPY13 billion, and ROE of 7% or 
higher. Based on the assumption that the impact of COVID-19 on the markets will gradually 
be removed from FY2022, we aim to restore our business performance to the levels before 
the spread of COVID-19 by the final year of the medium-term management plan. 

In addition, we will focus on preparing for growth in FY2024 and beyond. We have set our 
target ROE that exceeds the cost of shareholders' equity and takes into account the impact on 
earnings of large-scale investment, including expenses related to the new plant. 

During this medium-term plan period, investment in the Seto Plant will proceed, but the plant 
will begin generating profits just during the next medium-term plan period. 
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Next is the financial plan and capital policy. 

We will provide stable returns to shareholders after allocating cash flow due to sales activities, 
which is generated by the existing businesses, to facilities investment and M&A preferentially. 

There will be no change in the existing dividend policy. We described the dividend amount for 
FY2021 to FY2023 at JPY40 to JPY66 per share, but it may be higher than the JPY66 
depending on business performance. 
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The next page shows the targets by segment. 

As I mentioned earlier, we will first aim to recover to the performance levels before the 
COVID-19 pandemic. 1 thing that can be said for all segments is that we will expand our 
overseas business. 

As stated here, our target for overseas business sales is to increase the amount from JPY9.6 
billion in the previous year to JPY15 billion in FY2023, adding about JPY5 billion. In particular, 
we hope to significantly increase overseas sales in the Manufacturing, Construction, and 
Service business. 

By segment, sales in the Manufacturing, Construction, and Service business will increase 
significantly, but operating income is not expected to grow as much as sales because, as I 
mentioned earlier, we expect expenses related to the Seto Plant and an increase in 
depreciation expenses. However, from FY2024, or the year ending March 2025, when the 
Seto Plant goes into operation, we will accelerate our growth in terms of profit and solidify our 
strategy during the period of the medium-term management plan. 

For the Distribution business, the fiscal year ended March 2021 was a very good year due to 
the special demand for GIGA school projects. In the new medium-term plan, we will strive to 
maintain a high level of income, although it will decrease slightly due to an increase in SG&A 
expenses, while securing higher sales than those in the fiscal year ended March 2021. Despite 
the disappearance of the special demand, the market is expected to grow in the future. 
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In the Electronic Components-Related business, we will aim to secure sales and income levels 
that were reported before the COVID-19 pandemic. We will use the EMC center to expand our 
business into electric vehicle-related areas and new businesses. 
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The next page shows the business strategies by segment. 

First of all, in our core business of Manufacturing, Construction, and Service, we plan to 
increase sales by JPY9 billion and operating income by JPY300 million during the medium-
term management plan. As a major policy, we will focus on the following 3 areas as a 
continuation of the 2020 medium-term management plan: pursuit of core business 
competitiveness, globalization, and development of new businesses. 

In terms of the pursuit of competitiveness in our core business, we are working on the 
verification of new construction methods and technologies that utilize DX at the Seto Plant. In 
addition, we will further strengthen our web tools for sale and aim to increase sales by 
speedily providing them in order to make our standard product business an overwhelmingly 
number 1, and to solve the labor shortage in the entire industry. 

As for globalization, a new plant at a Thai subsidiary, Nitto Kogyo BM Thailand, started 
operation in August 2021. It manufactures and sells distribution boards in Thailand. By 
manufacturing locally, we will be more competitive in terms of quality, price and delivery 
time, and aim to increase sales. In Thailand, we are also able to do processing like drilling 
holes in enclosures and other such things. Now that we have these things in place, we will 
aim to increase sales. 

In terms of new businesses, we have found a new type of EV infrastructure during our 2020 
medium-term management plan, which is a charging facility for electric vehicles. In addition 
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to nurturing new areas such as energy management and disaster prevention and mitigation, 
we will expand our business domain by finding new seeds.  

In H1 of the current fiscal year, we launched an environmentally friendly EV charger that can 
be remotely operated to reduce peak power consumption. We are entering the age of the new 
normal. Prior to this, there was a shortage of videoconferencing rooms, so we launched a new 
product called Private Box. We are adding new models, such as a Private Box for 2 people to 
meet, or a type that can be assembled on site. 
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Next is the Electric and Telecommunication Infrastructure-Related Distribution business. 

For this business, led by SunTelephone, a subsidiary and a leading ICT-related trading 
company, we expect an increase of JPY1.7 billion in sales and a decrease of JPY100 million in 
operating income. The growth rate in this medium-term plan looks low, but please 
understand that this is because the growth rate in the fiscal year ended March 2021 was 
extraordinarily high due to the special demand. 

In the information and telecommunications business, we will strengthen our efforts to realize 
an ultra-smart society through DX. For 1 thing, we will focus on acquiring projects that are 
related to 5G or local 5G infrastructure establishment and construction projects. We will also 
focus on the security business, especially network cameras. In fact, we contributed to the 
Tokyo Olympics by installing such network-related equipment. 

As for our overseas business, we are improving the business foundation established in Japan 
and transplanting it overseas. In H1 of the current year, sales activities in Thailand were 
somewhat stagnant due to the suspension of travel caused by COVID-19, and Vietnam was 
also affected by the lockdown situation, but we have been doing relatively well. 

Finally, as for new businesses, we will establish a facility business model. We will provide 
support for promoting the realization of DX. We are also taking on the challenge of new 
businesses such as LED lighting, self-consumption solar power systems, and a wind power 
generation–related business that handles measures against lightning strikes. 



31 
 

 

Next, I will explain the business strategy for the Electronic Components-Related business. 

In this manufacturing business, led by Kitagawa Industries, a Group company, we plan to 
raise sales by JPY1.9 billion and operating income by JPY700 million and aim to realize the 
same level of growth both in Japan and overseas. 

In Japan, we will work to develop new products and provide services that integrate the 
existing technologies such as EMC. We will also focus on developing new markets that we 
have not been able to enter so far, and create successful models to expand them into 
overseas markets. 

We have also started operation of the EV chamber, a test facility. The main feature of this 
facility is that it has a dynamo system in a darkroom that allows a motor to operate under 
real load. By attaching a customer's motor to the dynamo system and operating the actual 
load, EMC testing is made possible. We would like to use this facility for conducting solution 
sales. 

Overseas, sales to Japanese companies account for more than half of sales, but from now on 
we plan to shift to non-Japanese companies and local procurement and development while 
also targeting Japanese companies. We will start working on the global expansion of our EMC 
countermeasure-related support activities. We will also review our production system to 
reduce costs, improve lead time, and optimize production. 
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That is all the explanation for today. Pages 38 and following are for reference only, so please 
take a look at them later. Thank you very much for listening. 

［END］ 


