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Fukunaga: I am Fukunaga. Thank you very much for taking time out of your busy schedule to join 
us today. Thank you for your cooperation. 

Now, please see the third page of the PowerPoint document. This is the content of today's explanation. 

 

 

 

 



 
 

 

 

 

Next, on page four. The following are the key points of the financial statements. 

Cumulative Q3 results show YoY increases in both revenue and profit. Looking at the Q3 single period, 
revenue increased YoY. Operating income also increased. 

Ordinary income decreased due to lower foreign exchange gains, a decrease in earnings of equity 
method affiliates, and an increase in interest expenses. However, net income increased due to an 
increase in extraordinary income. 

The full-year forecast has been revised downward in light of actual results and future prospects. 

 



 
 

 

 

 

Next, on page five. These are the key points of our Q3 FY2022 financial results. 

The area highlighted in blue in the table at the bottom left is the actual results. Sales increased due 
to foreign exchange effects and higher copper prices, mainly in the Automotive Products and 
Batteries business. 

Operating income increased despite negative factors such as increased costs and higher cost of 
sales ratio, amid positive factors such as progress in incorporating the higher costs in sales price, 
yen depreciation, and the elimination of temporary expenses incurred last year due to the spread of 
the COVID-19 in Vietnam, including BCM expenses and emergency transportation expenses. 

Ordinary income was negatively affected by an increase in interest expenses and a decrease in profit 
from equity method affiliates. 

On the other hand, growth in net income attributable to the parent was larger than that in ordinary 
income, due in part to the sale of equity interests in TOTOKU ELECTRIC CO., LTD. 



 
 

 

 

 

Next, on page six. This is a summary of P&L. 

Since this overlaps with what I have just described, I will skip a detailed explanation. 

 

 

 

 



 
 

 

 

 

Next is page seven. This is a waterfall chart showing the factors that contributed to the increase or 
decrease in sales compared to the previous year. 

Revenues increased by JPY115.0 billion from the previous fiscal year. Excluding special factors, such 
as changes in prices of unprocessed metals, exchange rates, and changes in the scope of 
consolidation, the real fluctuation is JPY33.8 billion. Of this total, automotive products account for the 
majority. 

 

 



 
 

 

 

 

Next, on page eight. This waterfall chart shows factors behind the increase or decrease in operating 
income compared to the previous year. 

The negative factors, such as soaring raw material and fuel prices and the increase in logistics costs, 
circled in red on the left, were covered by incorporating in sales price. 

The price increases caused minus JPY23.4 billion, while the incorporation in sales price was JPY15.6 
billion, or about 70% of the total. In the Q2 phase, the ratio was just under 60%, so that is an 
improvement of about 10%. 

In addition, the cost ratio continues to rise in the automotive sector. While there has been a decrease 
in sales due to a sharp decline in production by our customers, the cost of sales has increased mainly 
due to labor costs, as we have been forced to retain a certain level of human resources. However, 
the negative margin improved by JPY1.8 billion from Q2 to minus JPY1.9 billion, an improvement of 
JPY1.8 billion. 

As for exchange rates, the yen continues to weaken compared to the previous year, resulting in an 
increase of JPY5.4 billion, or approximately JPY3 for the exchange rate sensitivity. 

In addition, as I mentioned earlier, emergency transportation costs and BCM costs incurred last year 
due to the spread of the COVID-19 in Vietnam have been eliminated, resulting in an increase of 
JPY5.2 billion. 

These factors resulted in an operating income of JPY6.0 billion, an increase of JPY1.0 billion from 
the previous year. 



 
 

 

 

 

Next is page nine. This is a revision of the full-year forecast for the current fiscal year. 

The downward revisions to net sales and operating income take into account demand forecasts and 
exchange rate fluctuations. The exchange rate forecast of JPY140 per US dollar was revised to 
JPY130 per US dollar. 

Regarding ordinary income, a decrease in foreign exchange gains has been factored in due to a 
change in foreign exchange assumptions. Net income attributable to owners of the parent has also 
been revised accordingly. 

Although both sales and income are forecast to increase compared to the previous year, they both 
decreased from the previous forecast. 

The year-end dividend forecast of JPY60 per share announced on May 12 remains unchanged. 



 
 

 

 

 

Next is page 10. This is a summary of P&L under the full-year forecast. 

This, too, would be an overlapping explanation, so I will omit it. 

 

 

 

 



 
 

 

 

 

Please see page 11. Here are the details of the revised forecast for operating income. 

Infrastructure, Electronics & Automotive Systems, and Functional Products segments have been 
revised downward from the previous forecast. 

In Infrastructure segment, the forecast for Communications Solutions business has declined JPY1.5 
billion from the previous JPY8.0 billion to JPY6.5 billion. In Electronics & Automotive Systems 
segment, the forecast for Electronics Component Materials business declined by JPY0.5 billion from 
JPY4.0 billion to JPY3.5 billion. Functional Products segment has been revised down from JPY8.5 
billion to JPY3.5 billion, a decrease of JPY5.0 billion. 

Communications Solutions business was affected by the review of foreign exchange rates. It was 
also affected by the delays to the projects of network-related product in Japan to the next fiscal year 
or later due to semiconductor procurement difficulties. The total impact of these two factors is JPY1.5 
billion, with about half of that due to each factor. 

In Electronics Component Materials business, profits are forecast to decrease due to lower sales 
resulting from a decline in demand for in-vehicle and electronics-related products. 

Functional Products segment are affected by the global decline in demand for smartphones and PCs, 
as well as for data centers in China and other countries. In addition, sales and profits declined due to 
rapid inventory adjustments by customers starting in Q3, and the expectation that these adjustments 
will be prolonged. In addition, after changing our exchange rate assumption, there is a negative factor 
that the yen could appreciate. 



 
 

 

 

 

Next, please go to page 12. This shows details of Communications Solutions business. We have 
attached a similar table that we discussed inQ2. 

In the graph, the yellow area is the Optical fiber and Cable business. There is no significant change 
from the previous forecast for Optical fiber and Cables business. Although the appreciation of the yen 
will result in a slight negative impact, there will be no change in the content. 

However, the delays to the projects of network-related product in Japan due to semiconductor 
procurement difficulties has resulted in a wider negative impact than we forecast in Q2. As I have 
mentioned in the past, semiconductor procurement has been difficult, and the shortage of 
semiconductors has expanded in range and types of semiconductors that are becoming more difficult 
to procure. As a result, although we have orders, we are unable to produce products, and sales have 
been postponed to the next fiscal year. 

As for countermeasures, we are reducing risk by switching to semiconductors that are easier to 
procure by switching to new models, as we have in the past. We are also expanding procurement 
routes and procuring alternative materials and parts. 

We have already passed on prices for some of our products, but we are continuing our efforts to 
further pass on prices. 



 
 

 

 

 

Next, on page 13, is the status of the Functional Products business. 

There is a global decline in demand for smartphones, PCs, and data centers in China and other 
countries, as well as rapid and prolonged inventory adjustments by our customers. 

Please see the lower section of the page for information on this. There is a decrease in orders due 
to a sharp slowdown in demand. Orders for high-value-added products have plummeted, and as you 
can see below, orders and sales for copper foil, tape for semiconductor manufacturing, and aluminum 
blanks for hard disk drives have dropped significantly since Q3. This situation will continue in the Q4, 
which is the cause of the downward swing this time. 

In the supply chain, there were disruptions in the supply chain due to the COVID-19, and companies 
urgently tried to secure inventories, but the COVID-19 has settled down. Under such circumstances, 
demand has been decreasing a little, and we are now in an adjustment phase due to excess inventory 
amidst a decrease in demand. 

We expect this situation to begin to recover in Q2 of the next fiscal year or later. Basically, we expect 
gradual improvement from H2 of this year onward. 

As a countermeasure, we are temporarily suspending operations at some of our plants and are, of 
course, proceeding with cost containment. We are also continuing to pass on prices. 

On the other hand, we are continuing activities aimed at satisfying specifications for new customers, 
for future sales expansion or expansion of commercial rights & trade areas. Demand is gradually 
returning to normal, and although a U-shaped recovery is the image we have in mind, demand itself 
can sometimes recover rapidly. We will be prepared to handle production in case of such a situation. 

In addition, for situations such as this one, where there is excess inventory in the supply chain, we 
will prepare for such situations by communicating with our customers and by always maintaining an 
inventory status that is not just for our direct customers but for the entire supply chain beyond that 
point. 



 
 

 

 

We have also included a forecast of global smartphone shipments, in the lower right-hand corner. As 
shown, I believe they have decreased in FY2022. This situation will gradually recover from FY2022 
onward. The situation will not completely recover, but a certain demand exists. In this situation, the 
excess inventory resulted in a significant drop in sales, as shown in the graph on the left. 

On the other hand, sales of heat dissipation-related products and thermal products are increasing. 
This indicates that we do not consider the demand situation to be so important because we are selling 
products very close to end users, especially for data centers in North America, where sales have 
been strong, and for projects such as AI projects. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

Next is page 15. This is sales and operating income by segment through Q3. 

 

 

 

 

 



 
 

 

 

 

The next page, page 16, shows the full-year forecast by segment. Details are explained on page 17 
and onwards. 

 

 

 

 

 



 
 

 

 

 

Page 17 shows the status of Communications Solutions business. 

The upper left shows the cumulative Q3 results, and the upper right shows the full-year forecast, both 
of which show increases in both sales and income. 

The lower left-hand side compares the Q3 cumulative operating income with the previous year. 
Although raw material and fuel prices continue to rise, most of the increase has been covered by 
price pass-through. 

As for North America, productivity improvement is progressing as planned. There is also an increase 
in sales of North American optical cables and networking systems in the Americas, and the ratio of 
rollable ribbons, a high-value-added product, is rising as planned. 

On the other hand, the decline in sales of network-related products in Japan, which I mentioned 
earlier, and the decrease in sales of optical cables to Europe due to the situation in Russia and 
Ukraine are negative factors. 

As for the outlook for the full year, although there is a negative impact from the strong yen on foreign 
exchange rates and from network-related products in Japan, we will continue to improve productivity 
and pass on prices for optical fiber and cables in the Americas, specialty fibers, and optical fiber and 
cables in North America, as planned. 

The previous forecast, made at the beginning of the year, was revised upward from JPY5.0 billion to 
JPY8.0 billion. This has already been incorporated in the upward revision, and we will proceed as 
planned. 



 
 

 

 

 

Next, the waterfall graph on page 18 shows Q3 results for the Optical fiber and Cable business. 

Increases were due to price pass-through, product mix improvement, and productivity improvement. 

As you can see, we are covering the price increase in raw material and fuel prices and logistics costs 
by passing on the costs to our customers. As for fixed costs, there is a rise in labor costs. These 
factors were compensated for by improving the cost of sales ratio through a better product mix and 
other measures, and the positive impact of foreign exchange rates also contributed to the 
improvement from the previous year. 

 



 
 

 

 

 

Next, on page 19, is Energy Infrastructure business. 

In cumulative results through Q3, sales rose, but income fell slightly. The full-year forecast is for an 
increase in revenue and a slight increase in profit. These forecasts have not been revised. They are 
unchanged. 

Regarding on-year comparison through Q3, in China we have a January-December accounting 
period. Consequently, H1 of the year was very difficult, especially since the spread of the COVID-19 
in early spring, particularly in Shanghai, had already begun to occur around February. Although there 
was a slight improvement in Q3, the negative factors are still dragging on. On the other hand, 
underground cable projects in Japan and transmission components have remained strong, making 
up for this negative impact. 

The outlook for the full year is roughly the same. Since the fiscal year ends in December, China was 
affected by explosive spread of the COVID-19 in December. We have not revised this because we 
believe that price pass-throughs will progress and that this will be covered by the steady growth in 
underground cable, submarine cable, and water pipe projects in Japan. 



 
 

 

 

 

Next, on page 21, is Automotive Products & Batteries business. 

Both cumulative results and the forecast for the full year show an increase in both sales and income. 

As for the situation up to Q3, there was a rise in raw material and fuel prices and an increase in the 
cost ratio due to changes in the production plan caused by the lockdown in China, especially in labor 
costs. In addition, for overseas subsidiaries whose fiscal year ends in December, the impact of 
production disruptions in Vietnam in the previous year was delayed to the January-March term and 
caused air freight expenses to increase. That is a minus. 

But there are other factors, such as the promotion of price pass-through and the elimination of BCM 
costs and emergency transportation costs incurred in the previous fiscal year due to the spread of 
the COVID-19 in Vietnam. In addition, new vehicle models have started to be launched in the market. 
The fact that production has started is a positive factor for the product mix and for an increase in 
sales. 

For the full year, sales are expected to increase into Q4. Also, the production plan has stabilized a 
little. Furthermore, the cost ratio will also improve due to the increased ability to respond to changes 
in demand. In addition, we plan to make a profit in Q4 by making progress in passing on prices and 
recovering costs for increased raw material, fuel, and distribution costs in Q4. 

On the other hand, since the fiscal year there ends in December, our Chinese production bases were 
affected by the COVID-19. We have also announced today a downward revision for batteries, so 
there are some negative factors. 

This fiscal year we will unify our fiscal periods, which has been an issue in the past that has made 
our financial results very difficult to understand because the fiscal periods have been staggered. We 
will not include all of our companies, but we will unify our major five overseas manufacturing 
subsidiaries in Vietnam and Philippines. This will work as a positive factor since the current fiscal year 
will have a 15-month accounting period. This positive factor will offset the impact from our China 
bases and the local impact that I mentioned earlier, so there will be no impact from that. The forecast 
for the current fiscal year remains unchanged. 



 
 

 

 

 

Next, page 22 shows a waterfall graph for Automotive Products & Batteries business. 

As you can see here, the price pass-through has not yet caught up with the increase in raw material 
and fuel prices and logistics costs. As of Q3, the recovery and pass-through rates were approximately 
just over 30%. We are now making up for this shortfall by increasing sales. 

As shown in the waterfall at the beginning of this report, the cost of sales ratio has been improving, 
but it is still a negative situation compared to the previous year. As for the exchange rate, there is not 
much of an impact. In addition, there is a one-time factor of approximately JPY5.0 billion in the 
previous fiscal year. Improvements here have led to an improvement from the previous year. But it is 
still a negative situation. 



 
 

 

 

 

Next is page 23. This details our measures to deal with, and progress in dealing with, the two major 
issues of soaring raw material and fuel prices and increasing logistics costs, and the rising cost-of-
sales ratio. 

First, as for price hikes, please see the table at the bottom. The upper row of the bar graph is our 
previous forecast. We had expected to see greater price pass-through in Q3 than in Q2. As you can 
see in the lower section, recovery of incurred expenses is proceeding almost as planned, or even 
faster than planned. 

On the other hand, the situation is that prices are rising and prices are expanding more than in Q2. 
This will be covered by an increase in the amount recovered. Roughly, the recovery rate in the 
previous forecast was about 60%. The latest forecast is slightly above 60%, so we have made a Q4 
forecast based on the expectation that the recovery rate will increase a little, and we are using this 
as our forecast for the current year. 

As for the cost ratio, as I mentioned earlier, we are improving our ability to respond to changes in 
plans. On the other hand, sales are improving slightly, and a positive factor is that productivity 
improvement is progressing while production itself is stabilizing. 



 
 

 

 

 

Next is page 24, Electronics Component Materials business. 

Here, sales increased while profits decreased from the previous year. Sales were up due to the rise 
in copper prices, but operating income was down due to the decrease in actual volume. The trend is 
similar throughout the fiscal year. 

The decline in demand for in-vehicle and electronics products is a negative factor, and this trend is 
almost the same for the cumulative total through Q3 and the full-year forecast. 

We are making steady progress in price pass-through. Although we have not been able to cover all 
of the cost, we are able to recover up to 70% to 80%. Although further price increases are expected, 
we will further pass on the cost of these products through Q4. 



 
 

 

 

 

Page 25 shows Functional Products business.  

Although sales increased, income decreased until Q3. Both sales and income will decrease for the 
full year. However, TOTOKU ELECTRIC CO., LTD. was sold in Q3 and will be excluded from 
consolidation in Q4. The negative results of this are reflected in the annual forecast. 

As the reasons for this are the same as those explained in the first half of this report, I will not discuss 
them here. 

 

 



 
 

 

 

 

Page 27 shows the summary of the balance sheet. 

As shown in the explanatory section in the middle on the right-hand side, total assets increased by 
JPY26.7 billion. Foreign exchange, new consolidations, and changes in the accounting system have 
had a very large increase in total assets. However, the contribution of TOTOKU ELECTRIC CO., LTD. 
is no longer included then the overall feel of this section is explained by those factors.  

Looking more closely, inventories increased by more than JPY20.0 billion, including the impact of 
exchange rates and copper prices. 

The impact of external factors, such as lockdowns, is being resolved. This is a factor of decrease. On 
the other hand, as I’ve mentioned about the network-related product in Japan, we are still struggling 
to procure semiconductors and some materials, and we are also working on holding appropriate 
necessary inventory in strategic inventory. 

In addition, we will be carrying out periodic large-scale repairs on some facilities in Q4, so the main 
items we will make and store for that period, as well as for automobile-related goods for the Chinese 
New Year, account for about 70% of this JPY22.3 billion. This portion will decrease as sales are 
recorded in Q4. 

Net interest-bearing debt has increased by JPY11.9 billion from the end of the previous fiscal year, 
but had increased by JPY20.8 billion as of Q2 with an improvement of JPY9.0 billion in Q3. Free cash 
flow was also positive in the cumulative Q3 period,  



 
 

 

 

 

Next is page 28. These are our forecasts for capital investment, depreciation, and R&D expenses for 
the current fiscal year. 

Capital expenditures are being reviewed considering recent conditions. This is forecast at JPY43.0 
billion, a decrease of JPY4.0 billion. 

Meanwhile, the forecast for depreciation has been increased by JPY1.0 billion to reflect unification of 
the accounting periods of overseas subsidiaries in the Automotive Products business, which results 
in a longer accounting period. Research and development expenses are unchanged. 

 



 
 

 

 

 

Page 29 is the last page. This looks at FY2023. 

Although the timing of demand recovery is expected to remain uncertain due to the shortage of 
semiconductors, the impact of the COVID-19, and inventory adjustments in the supply chain, we will 
improve profits in each segment by responding quickly and accurately to changes in the external 
environment. 

Our assumptions are as shown. Basically, we anticipate increases, but we expect demand for 
Electronics Component Materials business to recover in H2 of the year and beyond in the in-vehicle 
and electronics products market, so we have left the arrow flat for that. 

That concludes my explanation. Thank you very much. 


