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Presentation 

Hello, everyone. My name is Toru Kurono, President and COO. Thank you very much for 

taking time out of your busy schedules to participate in today's presentation of NITTO 

KOGYO CORPORATION's Q2 financial results briefing for the fiscal year ending March 2023. 

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. 

Now, today's briefing is being held on the web. Today, I would like to explain our financial 

results in accordance with the presentation materials, which are available on NITTO 

KOGYO's website. 

 

Please see page one. This shows an executive summary. Sales in Q2 reached a record high, 

but the initial plan was not achieved. In addition, we have partially revised our full-year 

forecast. 

Sales reached a record high, but fell short of the forecast due to procurement difficulties 

and other factors. 

Although there were positive effects of price revisions and foreign exchange gains, higher-

than-expected raw material prices put pressure on profits. 

Due to the significant impact on earnings, we have revised our full-year plan downward, 

except for sales. 
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Please see page two. This is the table of contents for today. 

I would like to explain the items one through four. As item five contains reference materials, 

please take a look at it later. 
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Please see page four. These are the highlights from Q2 consolidated financial results for 

the fiscal year ending March 2023. 

Net sales were JPY65.6 billion, up 7.5% year on year. Sales of system racks and other 

products declined YoY due to a decrease in 5G-related projects, but sales of 

distribution/panel boards increased due to a pickup in facilities investment. Sales of other 

products increased on the back of solid demand in the automotive and other related 

markets. 

Operating income was JPY2.1 billion, down 44.4% YoY. This was mainly due to the strong 

impact of the sharp rise in raw material prices. 

Ordinary income was JPY2.9 billion, down 27.2% YoY. It exceeded operating income due 

to foreign exchange gains on loans related to overseas group companies. 

Profit attributable to owners of parent was JPY1.6 billion, down 35.2% YoY. In Q2, sales 

were a record high, but all profit items fell short of the H1 plan announced at the beginning 

of the year. 
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Please see page five. This page provides an overview of the NITTO KOGYO Group and its 

business segments. 

The first one, shown in orange, is the electric and information infrastructure-related 

manufacturing, construction, and service business led by NITTO KOGYO, which is the core 

business of the Group accounting for 58% of total sales and 75% of operating income. 

The second one, shown in purple, is the electric and telecommunication infrastructure-

related distribution business, led by subsidiary SunTelephone Co., Ltd. It accounts for 31% 

of sales and 12% of operating income. 

The third one, shown in light blue, is the electronic components-related manufacturing 

business led by Kitagawa Industries Co., Ltd., which accounts for 11% of sales and 12% of 

operating income. 
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Please look at page six. These are the financial results highlights by segment. 

The manufacturing, construction, and service segment reported higher sales and lower 

operating income. I will explain this segment, our core business, in detail on the next page. 

In the distribution business, sales and operating income increased YoY. Sales of network 

components increased due to an increase in data center projects and other projects, despite 

the decrease in 5G-related projects. 

In the electronic components business, sales increased YoY as those of EMC-related 

products increased on the back of solid demand in the automotive and air conditioner-

related markets, but operating income declined due to the soaring raw material prices and 

higher SG&A expenses. 
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Please turn to page seven. The following is a breakdown of sales by sub-segment for the 

Group's core business of manufacturing, construction, and service. 

Sales in the distribution board division increased due to an increase in sales of 

distribution/panel boards as a result of a recovery in facilities investment. Sales in the 

enclosure division decreased as those of system racks declined due to the decrease in 5G-

related projects. Sales in the breakers, switches, parts, and others increased due to an 

increase in sales of EV charging stations. Sales in the construction and service division 

posted an increase due to an increase in telecommunications work for factory building and 

office refurbishing projects. 

All divisions fell short of the sales plan for H1 of the current fiscal year. 
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Please turn to page eight. This page shows the factors in YoY changes in H1 consolidated 

operating income. 

Operating income in H1 of the previous year was JPY3.9 billion, and the current year's 

figure was JPY2.1 billion, a YoY decrease of approximately JPY1.8 billion. 

As for the non-consolidated factors of NITTO KOGYO, operating income increased by 

JPY650 million due to an increase in marginal profit and the effect of the price revisions, 

the total income decreased by JPY700 million, including the negative impacts of JPY1.2 

billion due to the soaring raw material prices, JPY300 million due to changes in product mix, 

and an increase in labor costs and several expenses. 

Next is the Group’s factors. While SunTelephone's operating income increased due to higher 

marginal profit, Kitagawa Industries' income fell below the year-before level, resulting in a 

group-wide income decline of about JPY1.05 billion. 
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Please see page nine. Against the YoY comparison on the previous page, this page shows 

changes from the forecast.  

On a non-consolidated basis, sales at NITTO KOGYO, especially those of high-margin 

products, were lower than expected, and the surge in raw material prices was higher than 

expected, pulling down operating income. 

In terms of the Group’s factors, Kitagawa Industries' operating income fell below the initial 

forecast due to the soaring raw material prices and other factors. 
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Please turn to page 10. This is a consolidated cash flow statement. The left side is for the 

preceding fiscal year and the right side is for the fiscal year under review. 

Cash flow due to sales activities was a positive JPY500 million. Cash flow due to investment 

activities was a negative JPY5.5 billion, mostly due to the acquisition of fixed assets related 

to the Seto Plant. Cash flow due to financing activities was a negative JPY1 billion, almost 

exclusively for dividend payments. 

Cash and cash equivalents at the end of H1 amounted to JPY23 billion, down about JPY5.3 

billion from the beginning of the current fiscal year. 
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Please see page 11. This shows an overview of the consolidated financial status.  

Total assets at the end of H1 of fiscal year ending March 2023 increased slightly YoY by 

around JPY1.4 billion. 

While current assets such as cash and deposits decreased, fixed assets, such as 

construction in progress related to the Seto Plant, increased. 

Starting on page 12, I will talk about topics. 
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Please see page 13. The first topic is the impact of the sharp rise in raw material prices and 

the difficulties in procurement. 

We assumed that the impact of the raw material price surges on operating income would 

be approximately JPY2 billion for the full year. The accumulated impact amount for H1 was 

JPY1.2 billion, slightly exceeding our forecast. This was due to the further rise in raw 

material prices, which were affected by Russia’s invasion of Ukraine and the foreign 

exchange rate impact. As a result, we have revised our full-year forecast to push the 

operating income forecast down by approximately JPY700 million from the beginning of the 

fiscal year. 

Regarding the situation of procurement difficulties, there has been no change from our 

assumption at the beginning of the year that these difficulties would gradually ease. 
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Please turn to page 14. The second point is the status of the price revision effects. 

Against the backdrop of the soaring raw material prices and other factors, the Company 

decided to implement the first round of price revisions in July. The assumed effects were 

to boost operating income by JPY300 million in H1, JPY1.5 billion in H2, and JPY1.8 billion 

for the full year. In H1, the results were generally in line with our initial expectations. 
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Please see page 15. The third topic is about our capital and business alliance. 

On November 8, 2022, we announced a capital and business alliance with Sansha Electric 

Manufacturing Co., Ltd. Sansha Electric Manufacturing is listed on the Tokyo Stock 

Exchange Standard market and manufactures power semiconductors, power conditioners, 

and other power supply equipment. 

The Company acquired shares of Sansha Electric Manufacturing by underwriting a third-

party allotment. The amount of investment is approximately JPY600 million and the 

percentage of voting rights is about 5%. 
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Please look at page 16. The next point is what we aim to achieve together with Sansha 

Electric Manufacturing. 

In our medium-term management plan, we state that we aim to become an 

environmentally friendly company through the expansion of our energy management 

system business domain. 

The two companies will accelerate the development of related products that use electricity 

efficiently and the establishment of services by utilizing the knowledge, information, and 

expertise of both parties. 

We will develop new products by integrating Sansha Electric Manufacturing's power 

electronics technology with our product line. 

We will collaborate in the maintenance and service business at both group companies. 

Starting on page 17, we will explain the full-year consolidated earnings forecast for fiscal 

year ending March 2023. 
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Please see page 18. These are the prerequisites for the full-year forecast. First, raw material 

prices and procurement difficulties. 

As I mentioned earlier in the topics section, our initial estimate for the decrease in operating 

income due to the soaring raw material prices was JPY2 billion, but we added JPY700 million 

due to the invasion of Ukraine, the impact of foreign exchange rates, and other factors, 

resulting in an overall impact of JPY2.7 billion on operating income. 

We expect that the procurement difficulties will gradually ease in H2, without changing our 

assumption at the beginning of the fiscal year. 
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Please see page 19. Next, I would like to talk about the price revisions. 

As I mentioned earlier, we expect the impact of the revisions to be approximately JPY1.8 

billion for the full year, unchanged from our assumption at the beginning of the year. 
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Please see page 20. This is the full-year forecast for the current fiscal year. 

As I told you, we announced a revision to our plan in November 2022. 

Net sales will be JPY145 billion, unchanged from the forecast at the beginning of the year. 

We expect sales to increase due to higher sales in the existing markets as a result of the 

recovery in demand for facilities investment, which is expected to make up for the negative 

impact in H1. 

Profit items are expected to decrease due to the soaring raw material prices and other 

factors, despite the increase in marginal profit from higher sales and the price revision 

effects. 
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Please look at page 21. This shows changes in consolidated performance. 

In fiscal year ending March 2023, if we achieve the results as planned, we will have a 

record-high figure of net sales and the ninth highest operating income. 
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Please turn to page 22. This is the performance forecast by segment. 

First of all, we expect to see sales of JPY85.2 billion in the manufacturing, construction, and 

service business, up 9.9% YoY. In fiscal year ending March 2023, we expect the impact of 

COVID-19 to be less severe than in FYE3/2022, and the procurement troubles to ease 

gradually. We forecast that segment sales will increase YoY due to the recovery in demand 

in the existing markets and higher sales following the price revision in July 2022. 

In accordance with the revision to the plan, we have modified some of the weather marks 

indicating the full-year forecast for the major group companies in this segment. 

As a specific initiative, we will further strengthen our response to the procurement 

difficulties. In addition, Gathergates will promote sales activities with an emphasis on 

profitability to achieve its goals. 
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Please see page 23. Next is the electric and telecommunication infrastructure-related 

distribution business. 

We expect that sales in the distribution segment will total JPY46.1 billion, up 11.9% YoY. 

Despite the impact of COVID-19 on sales, semiconductor shortages, and product 

procurement troubles due to the lockdowns and other factors, we expect a gradual recovery 

in demand for our mainstay office and other projects, and we forecast that segment sales 

will increase YoY. 

In this segment, there is no change in the weather marks due to the revision to the plan. 

As a major initiative, we will focus on the digital infrastructure market for the realization of 

the Vision for a Digital Garden City Nation and energy-related markets. We will strengthen 

new customer development and spec-in activities to achieve our goals. 
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Please see page 24. Next is the electronic components-related manufacturing business. 

We forecast sales in the electronic components-related business at JPY13.7 billion, down 

2.3% YoY. Although orders for new projects in the automotive-related market and sales of 

products related to increased production of air conditioners are expected to increase YoY, 

we forecast segment sales will decline YoY due to the absence of special demand for 

building up inventories, recorded in FYE3/2022. 

Some weather markings have been changed here as well. 

Specific initiatives include using the EMC Center to strengthen solution activities in the 

automotive and air conditioner markets, and promoting noise suppression support jointly 

with overseas alliance partners, which will lead to higher sales. 
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Please see page 25. This shows the factors for YoY changes in full-year consolidated 

operating income. 

We forecast consolidated operating income for fiscal year ending March 2023 at JPY7.6 

billion, down 12% YoY. This was revised in November 2022. On a non-consolidated basis, 

NITTO KOGYO will incur a decrease of approximately JPY50 million, while the Group 

companies will see a decrease of approximately JPY950 million. 

The breakdown is as follows:  

NITTO KOGYO's non-consolidated sales factor will be positive due to the increase in 

marginal profit and the price revision effects. 

Variable cost factors will result in a negative impact on operating income due to the material 

price surges and other factors. 

As for fixed cost factors, electricity and labor costs will increase, resulting in a decrease in 

profit. 

The Group’s factors include the impact of the absorption of Tohoku NITTO KOGYO by NITTO 

KOGYO and an increase in SG&A expenses at Kitagawa Industries Co., Ltd. 
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Please see page 26. This shows the factors for changes in consolidated operating income 

for the full year from the initial plan. 

Consolidated operating income for fiscal year ending March 2023 will be JPY9.6 billion in 

the original plan and JPY7.6 billion in the revised plan, a downward revision of JPY2 billion. 

We estimated a decrease from the initial plan of JPY1.3 billion in operating income at NITTO 

KOGYO alone, and of JPY700 million for the Group as a whole. 

The breakdown is as follows:  

We expect NITTO KOGYO's non-consolidated sales to fall below the initial estimate although 

market prices will improve more than expected at the beginning of the year, resulting in 

the decline in operating income. 

As for variable cost factors, income will decrease due to the higher raw material prices than 

expected at the beginning of the year and changes in the product mix. 

As for fixed cost factors, electricity and labor costs will increase, resulting in the lower 

income. 

As for the Group’s factors, the rise in SG&A expenses at Kitagawa Industries will lead to the 

decrease in income. 
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Please see page 27. Next is the consolidated facilities investment and depreciation and 

amortization amounts. Capital expenditures for fiscal year ending March 2023 will be 

JPY11.9 billion, an increase of JPY6.7 billion from the previous year and an increase of 

JPY1.8 billion from the initial plan. Construction-related expenses for the Seto Plant have 

increased due to accelerated planning. 

Depreciation and amortization expenses will be down JPY300 million YoY and down JPY400 

million from the initial plan. The decrease is due to a delay in delivery of some machines in 

the regular renewal investment. 
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Please look at page 28. This shows the dividend status. 

For the remaining two years of the medium-term management plan, including fiscal year 

ending March 2023, we have set the dividend payout ratio at 100%, as we introduced the 

supplement to the medium-term plan in May. Accordingly, we initially planned to pay a full-

year dividend of JPY177 per share with a consolidated payout ratio of 100.2%. 

The interim dividend will be JPY88 per share as initially planned. 

The term-end dividend has been revised from JPY89 to JPY52 per share in line with the 

current downward revision to the full-year forecast. As a result, the annual dividend will be 

JPY140 per share. 

I will briefly explain the content of the supplement to the medium-term management plan 

later in this presentation. 

  



 

26 
 

 

 

Please see page 30. This shows our long-term vision. 

This will be a statement of what we aim to achieve as management before we formulate 

the medium-term management plan. Our long-term vision is to become a corporate group 

that is trusted with the bright future of our planet. We will support the infrastructure of 

society, strive to create a safe and secure future, and aim to be a trusted problem-solving 

corporate group, thereby enhancing our corporate value by balancing economic value and 

social activities. 

  



 

27 
 

 

 

Please look at page 31. This is a long-term growth story. 

We haven’t changed the general framework of the concept, but we added the capital 

efficiency management item in May 2022 as a foundation to support the basic policy. 
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Please see page 32. This is the supplement to the 2023 medium-term management plan. 

This was announced in May, with some revisions to the targets of the medium-term 

management plan and the policy regarding dividends. Now let me explain it briefly. 
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Please see page 33. The key point of the supplement is a review of our capital policy. 

First, we reviewed our capital policy and raised our ROE target from 7% or more to 8.5% 

or more by increasing capital efficiency. 

In order to curb the growth of shareholders' equity, we have set the dividend payout ratio 

at 100% for the remaining two years of the current medium-term management plan. 

As I introduced earlier, we have newly added capital efficiency management to the image 

diagram of the long-term growth story as a foundation to support the basic policy of the 

medium-term management plan, and this concept will be retained in the next medium-

term management plan and beyond. 
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Please look at page 34. This shows the medium-term management policy. 

We will continue to follow the basic policy of solidifying our foothold and conducting 

aggressive management. In addition, as a foundation to support the basic policy, we will 

promote capital efficiency management and B/S management with an emphasis on ROE. 

Therefore, we have set the dividend payout ratio at 100% and limit the buildup of equity 

capital. 
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Please see page 35. These are the financial objectives. 

We have retained the consolidated sales target of JPY150 billion and consolidated operating 

income target of JPY13 billion. In introducing the capital policy, we have raised the ROE 

target from 7% or more to 8.5% or more. 
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Please look at page 36. The following are the results and targets by segment in the medium-

term management plan. We have not made any changes here, so we will omit the 

explanation. 
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Please see page 37. This is the cash allocation plan for the medium-term management plan. 

The Company will spend JPY12 billion in M&A and other investments, JPY12 billion in regular 

facilities investment, JPY25 billion in new plants, and JPY19 billion for shareholder returns. 

The funds for these are expected to come from JPY35 billion in cash flow from sales 

activities, to be accumulated over the three years, as well as cash on hand and borrowings. 
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Please see page 38. 

Since there is no change in the business policy and foundation reinforcement by segment, 

I will omit the explanation. 
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Please see page 39. This is the progress of each business strategy in the 2023 medium-

term management plan. 

In the electric and information infrastructure-related manufacturing, construction, and 

service business, we strengthened our sales web system as the first initiative. We have 

launched the Smart Order Cabinet, a service that allows customers to change specifications 

of and add optional items to enclosures of their choice on the web. It is a revolutionary 

system that allows for instantaneous knowledge of delivery dates and prices, and by 

utilizing these data for production equipment, it allows for efficient production. 

Second, we have developed a new product, SafaLink-ONE-, which contributes to the 

realization of a decarbonized and recycling-oriented society. I will discuss this in more detail. 

First of all, electric vehicles are expected to become more popular as environmentally 

friendly vehicles, and we have developed charging stations for EVs to encourage their 

widespread use. As EVs become more widely used, the next issue that will emerge is said 

to be the effective use of used batteries. 

SafaLink-ONE- is an industrial solar energy storage system for self-consumption. It is an 

environmentally friendly and easy-to-use product that combines reused storage batteries 

made from used EV batteries, a power conditioner, and charging equipment in a single 

package in a cubicle housing. 

Using reused batteries to store and effectively utilize renewable energy sources such as 

solar power generation not only reduces CO2 emissions, but also leads to a reduction in 
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CO2 emissions generated during the manufacturing of storage batteries and a reduction in 

the use of rare metals, et cetera, by utilizing reused products. This product can contribute 

to the reduction of the environmental burden and to the realization of a decarbonized 

society. 

It received the Minister of Land, Infrastructure, Transport and Tourism Award, the highest 

evaluation, in the product competition of the JECA FAIR 2022, in which companies involved 

in the development of electrical equipment competed for the award. 

This product was created in collaboration with Sansha Electric Manufacturing, with whom 

we have formed the capital and business alliance. It is attracting attention as a product 

that contributes to a decarbonized society. 

As described above, the business plans under the medium-term management plan are 

steadily progressing. 
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Please see page 40. Next is the progress of business strategies for the distribution business 

and the electronic components-related manufacturing business. 

In the distribution business, we will focus on acquiring data center projects with the aim of 

contributing to the realization of a super-smart society through DX. Furthermore, in order 

to improve and transplant the business foundation established in Japan and expand sales 

overseas, we made a company specializing in information and telecommunications 

equipment in Thailand our subsidiary. 

In the electronic components-related manufacturing business, we have consolidated our 

production bases in order to achieve efficient and optimal production. We are also 

strengthening our solution proposals utilizing the EMC Center, and new transactions are 

increasing. 

The business plans in both business segments are ongoing according to our plans. 
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Please see page 41. This is the final page that shows a strategy for further growth. 

We will focus on expanding the scale of our infrastructure business, which supports the 

electrification of automobiles, and our energy management-related business. 

To realize this goal, we will continue to invest in M&A and R&D, and in production, we will 

continue to invest in the expansion of the Tochigi Nogi Plant, green investment to reduce 

the environmental impact, digital investment, and human resources investment. 

Furthermore, we will continue to manage capital efficiently and actively work to provide 

value to all stakeholders. I ask for your continued support. 

This concludes my explanation. Thank you for listening. 

 

[END] 

 


