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Presentation 

 

Kobayashi: I am Kobayashi, Manager of Business Management Department. 

Thank you very much for taking time out of your busy schedule today to attend our earnings presentation. I 
will now explain our consolidated financial results for the fiscal year ended February 29, 2024 and our full-
year forecast for the current fiscal year. 

 

See page two. I would like to explain some key points regarding the results for the fiscal year ended 
February 29, 2024, as compared to the previous fiscal year. 

First, in terms of sales volume, the housing market in North America entered an adjustment phase due to 
high-interest rates and housing prices, but latent demand for housing was strong and living infrastructure 
construction was robust, resulting in strong product demand. In Europe, higher housing interest rates and 
energy prices pushed down demand for residential construction, while demand for non-residential work, 
such as living infrastructure construction and construction investment, was strong. As a result, sales in North 
America increased by 6.1%, sales in Europe increased by 5.3%, and overall sales increased by 5.7%. 

Next, with regard to sales and profits, although there were increases in raw material prices, depreciation, 
and labor costs at the US and Aoki plants, sales and all profits items reached record highs due to the 
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increase in sales volume, price hikes, lower transportation costs and a tailwind from the weak yen exchange 
rate. 

 

See page three. The following table shows the changes in sales, order received, and order backlog per half-
year. 

In the previous year, orders received exceeded production capacity, causing the order backlog to reach a 
level exceeding annual sales, and delivery times continued to lengthen. In order to rectify this situation, 
during the current fiscal year, the Company and its customers discussed and adjusted order placement and 
receipt, and the order backlog has been gradually cleared, finally returning to a level where delivery can be 
made on the customer's desired delivery date. Going forward, we will focus on securing orders 
commensurate with the increased production capacity and expanding production and sales volume. 

The table below right shows the quarterly changes between the previous and current fiscal year. The 
decrease in orders received in Q4 was due to the timing of an order from a major US rental company, which 
would normally have come in during this period, being moved to the beginning of the next fiscal year. 
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See page four. I would like to explain the consolidated financial highlights. 

Net sales increased by 18.8% to JPY212,627 million and operating profit rose by 66.3% to JPY35,296 million. 
The reasons for the increase or decrease in operating profit will be explained later on page eight. 

Order received and order backlog decreased by JPY85,086 million to JPY150,777 million and by JPY61,850 
million to JPY128,897 million, respectively, for the reasons I just explained. 
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See page five. Quarterly sales and operating profit. 

The increase in production from Q3 to Q4 of the current fiscal year contributed to higher sales. In Q4, both 
net sales and operating profit reached record highs for the quarter due to higher selling prices, lower 
transportation costs, and a weaker yen. 
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See page six. Sales by region. 

Sales in North America increased by 16.9% to JPY115,164 million, and sales in Europe increased by 21% to 
JPY89,448 million, and in both regions, sales were significantly higher than in the same period of the 
previous year, mainly due to price increases and the impact of yen depreciation. Other areas are as shown. 
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See page seven. Geographic segment information. 

In the UK, both sales and segment income declined due to a softening market for mini excavators under 3 
tons since Q2. 
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See page eight. I will now explain the factors behind the increase or decrease in consolidated operating 
profit. 

The breakdown is as follows: JPY7,128 million from foreign exchange impact, JPY4,803 million from revenue 
growth, and JPY4,626 million from sales price increases. Factors contributing to lower profits included 
JPY3,474 million in higher raw material costs, JPY2,355 million in depreciation and other expenses 
associated with the start of operations at the US and Aoki plants, JPY2,662 million in investments in human 
capital, and JPY903 million in transportation costs related to semi-knockdown production in the United 
States. 

In addition, a decrease in SG&A expenses excluding the effect of foreign exchange resulted in an increase of 
JPY6.1 billion. The majority of this decrease in SG&A expenses was due to lower transportation costs. 

The upper left corner of this document shows a breakdown of rate fluctuations by currency as rates that 
take into account unrealized gains. This is because it takes a couple of months for transportation from the 
head office to the subsidiary and for inventory to be ready for sale, so the effect of exchange rate 
fluctuations occurs with a delay. 

As a result, including other factors, operating profit increased by JPY14,075 million to JPY35,296 million. 
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See page nine. Consolidated balance sheet. The increase in production and sales led to increases in cash and 
deposits, notes and accounts receivable - trade, inventories, and notes and accounts payable trade, mainly 
due to higher production and sales. 
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See page 10. The consolidated statements of cash flows are as stated and are available for your review. 
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We will continue to explain our full-year consolidated earnings forecast for the fiscal year ending February 
28, 2025. 

See page 12. I would like to explain the key points of our business forecast for the fiscal year ending 
February 28, 2025. 

As for the forecast of sales volume, we expect a 17.2% increase in North America, a 10.2% decrease in 
Europe, and a 1% increase in total sales. 

In North America, product sales will continue to be strong on the back of strong housing demand and solid 
demand in living infrastructure construction, and we expect unit sales of each main product to exceed the 
previous year's level by taking advantage of the increased production capacity created by the new plant. 

In Europe, on the other hand, repair work on aging infrastructure is essential, and we expect sales of 
hydraulic excavators, which are mainly used there, to remain strong. However, we expect sales of mini 
excavators, which are mainly used in housing construction, to decline due to a drop in housing demand 
caused by soaring prices and rising interest rates. 

As for the profit forecast, we expect that positive factors such as higher selling prices, the effect of increased 
sales, and the impact of foreign exchange rates will outweigh negative factors such as the continuing rise in 
raw material prices, investment in human capital, expenses at the Aoki plant, and a renewed rise in ocean 
freight costs, and we expect an increase in profit. 
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See page 13. Full-year forecast highlights. 

Compared to the previous year, we forecast a 1% increase in overall sales volume for the Group for the full-
year, a 5.3% increase in net sales to JPY224 billion, and a 9.1% increase in operating profit to JPY38.5 billion. 
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See page 14. This is the sales forecast by region for the full year. 

In Europe, while sales volume is forecasted to decline by 10.2%, net sales will decline only 3%, mainly due to 
the expected decline in sales volume of mini excavators with low unit prices. 

The annual exchange rate sensitivity in operating profit is projected to be JPY414 million for the US dollar, 
JPY28 million for the pound sterling, and JPY10 million for the euro. 
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See page 15. I would like to explain the factors behind the increase or decrease in the full-year forecast of 
consolidated operating profit. 

The breakdown is as follows: foreign exchange effects are expected to increase income by JPY3,555 million, 
profit increase effects by JPY1,963 million, and selling price increases by JPY4,217 million. 

Other factors expected to contribute to lower profits include a JPY944 million cost increase due to higher 
raw material prices, a JPY487 million increase in depreciation and other expenses at the Aoki plant, a 
JPY1,089 million increase in personnel expenses mainly as an investment in human capital, and JPY500 
million in transportation costs related to semi-knockdown production in the United States. We expect a 
decrease in profit due to a JPY2.87 billion increase in SG&A expenses, including a JPY1.641 billion increase in 
transportation expenses due to the impact of the Panama Canal traffic restrictions, and a JPY847 million 
increase in provision for product warranties. 

As a result of the above, including other factors, consolidated operating profit is projected to increase by 
JPY3,203 million to JPY38,500 million. 

With that, I will conclude my explanation. President Takeuchi will explain from this point forward. 

Takeuchi: I am Takeuchi, President and Representative Director. We would like to express our deepest 
sympathies to all those affected by the Noto Peninsula earthquake that occurred on January 1, 2024. As we 
have already disclosed in the press release, we will start providing construction equipment in May in 
addition to the donations we have already made so that the recovery will be made as soon as possible. 
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I will now explain the progress of the third medium-term management plan. See page 17. These are the 
numerical targets of the third medium-term management plan. 

We had targeted consolidated net sales of JPY240 billion for the fiscal year ending February 28, 2025, the 
final year of the plan, but as explained earlier by the Manager of Business Management Department, we 
now forecast that consolidated net sales will be JPY224 billion. We expect both operating profit and 
earnings per share ROE to exceed our targets, as the operating profit ratio has improved significantly since 
the fiscal year ended February 28, 2024, due to significant yen depreciation, product price increases, and 
normalization of ocean freight rates. 
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See page 18. Once again, I would like to explain the market position of our group. 

Our products are used in housing-related construction projects, road construction, and as part of 
infrastructure works for daily life such as water and gas pipes, as well as for restoration work after natural 
disasters. Our products are deeply involved in the daily lives we take for granted and are deeply related to 
food, clothing, and shelter. In addition to durability, our commitment to operability, comfort, and power has 
created and expanded the Takeuchi fan base in its own unique way. 
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See page 19. The aging of living infrastructure is becoming a serious social issue in many countries around 
the world. Inspection and maintenance work on living infrastructure is not something that can be completed 
on a perennial level but is said to be a never-ending project on a multi-decade level. We believe that this 
solid demand for our products today will continue to support our business in the future. 
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See page 20. What we are showing here is the number of housing starts in the United States. 

As you are all aware, there was a slowdown from 2022 to 2023, but over a longer time span, it is still at a 
strong level. The US housing business itself has strong roots, and we believe that once interest rates are 
clearly reduced, it will begin to increase, partly due to the business carried over to date. 
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See page 21. The shift to renewable energy is essential for decarbonization, and there is great potential for 
the expansion of infrastructure work related to charging in power generation and other areas. 

We believe that the future of the heavy-duty construction equipment market is very bright, supported by 
the solid product demand that I mentioned earlier, and we expect that new demand for GX-related products 
will add to it. 
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See page 22. I will now explain the priority policies of the third medium-term management plan. 

The first is investment in human capital. Without that increased power, our company cannot grow. At the 
end of the fiscal year ended February 28, 2024, the second year of the medium-term management plan, the 
number of employees, including temporary workers, reached 1,719, and the monetary amount, including 
the increase in personnel expenses at overseas subsidiaries when converted to yen, is expected to reach 
JPY5.6 billion by the end of the medium-term management plan. 

The first is to expand the business, and the second is to increase the number of employees in order to have 
extra human resources. Only with this extra human resource capacity will it be possible to enhance human 
resource development through education and training, and to improve work-life balance, such as through 
the use of paid leave and childcare leave. 
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See page 23. Next, we will accelerate product development. 

Like automobiles, we believe that electrification is particularly important for engine-powered construction 
machinery, and we are working to expand our lineup of battery-powered mini excavators weighing less than 
6 tons as a first step. Since the battery capacity required for hydraulic excavators and crawler loaders is high, 
we believe that the hurdle to electrification is higher for these machines. 
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See page 24. As for battery-powered mini excavators, the 2-ton class TB20e is currently on sale, and 
demonstrations of prototype models of the 1-ton class TB10e and 3.5-ton class TB35e, the next new 
products, will begin in Japan, Europe, and the United States. Although the timing of sales has not yet been 
determined, improvements will be made based on feedback from the market, leading to mass production 
and sales. 

This will be followed by the remote control operation of construction equipment, which is scheduled to be 
demonstrated in Japan, Europe, and the United States, and will be demonstrated and exhibited at 
INTERMAT, a large-scale global construction equipment exhibition scheduled to be held in Paris. Although 
remote-controlled operations are used at construction sites within visual range, they are in demand for 
work in hazardous areas such as tunnel construction, work at the edge of cliffs, and disaster recovery work 
such as removing collapsed buildings. 
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See page 25. The four items you are seeing are the challenges to the electrification of construction 
equipment, and full-scale widespread will be difficult unless the first hurdle, in particular, price, is overcome. 

In Japan, the Ministry of the Environment has launched a project to promote electrification of construction 
machinery. As an overview, when GX construction equipment certified by the Ministry of Land, 
Infrastructure, Transport and Tourism is introduced, two-thirds of the difference between diesel-powered 
construction equipment of the same weight class is subsidized. The Ministry of Land, Infrastructure, 
Transport and Tourism's GX Construction Equipment Certification System started in December 2023, and 
our TB20e has received the initial certification under this system. This is a topic in Japan, but similar subsidy 
programs have been launched in Europe ahead of other countries, and we expect them to spread 
throughout the world. 
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See page 26. We have caused inconvenience due to our lack of production capacity, which has resulted in 
customers waiting for orders. However, we are on track to increase production capacity by August 2024. 

Product sales in the United States are expected to remain strong in the current fiscal year, while the UK and 
Europe must be cautiously anticipated. Based on the fiscal year ended February 2022, consolidated sales 
volume is projected to increase by 16.5% while production capacity will be increased by 48%. This 
differential is an area of future sales growth and will be a challenge for the Group to address. As explained 
earlier, we believe that the future of the construction equipment market is bright and that we can fully 
utilize the increased production capacity to expand sales. 
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See page 27. This is the sales aspect in the US and Europe. 

Takeuchi US held a dealer summit and I attended. We were able to talk face-to-face with customers in the 
US, where sales are strong, and were pleased to hear that they still want construction equipment. 

Takeuchi US explained the market trends in the US, the promotion of understanding of the superiority of 
our products, and our sales program, and at the same time, asked for feedback from the dealers. 

In Europe, INTERMAT, the world's largest construction machinery exhibition, will be held in Paris from the 
day after tomorrow, April 24. We want to listen to our customers in France and throughout Europe to see 
what our competitors are doing and what is happening in the European market. 
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See page 28. Capital investment of JPY5,253 million is planned for the current fiscal year. 

While capital investment will also be made at the Aoki plant and Takeuchi US, this fiscal year we plan to 
focus on the head office plant. In addition to the expansion of the headquarters parts center building, 
investments will be made to maintain and upgrade facilities at the headquarters plant, rationalize 
production, and strengthen safety. 

As you can see for depreciation and amortization. 
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See page 29. The Tokyo Stock Exchange and investors expect us to achieve management that is conscious of 
the cost of capital and stock prices. 

The Company recognizes that the cost of shareholders' equity is 8% and that ROE in excess of the cost of 
shareholders' equity is essential. As a numerical target of the third mid-term management plan, we have set 
an ROE of 14%, aiming to increase profit, which is the numerator, while at the same time focusing on net 
assets, which is the denominator, in our management efforts. 

As for future issues, in the next medium-term management plan to be announced in April 2025, we hope to 
disclose cash flow allocations in addition to the numerical targets we have set so far and to present a more 
step-by-step, quantitative growth strategy. If we can then share our management vision with our 
stakeholders and gain their understanding of the sustainability of our business growth, we believe this will 
result in a lower cost of shareholders' equity and a wider spread with ROE. 
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See page 30. I would like to talk about shareholder returns. 

There is no change in our dividend policy, which is to strive to maintain stable dividends with a target 
consolidated payout ratio of 30%, but we have set the year-end dividend forecast for this fiscal year at 
JPY200 per share, taking into account the financial situation and earnings forecast of our group. 

That concludes my explanation, but there is one last thing I would like to say. 

Today, I was explaining our full-year financial results for the fiscal year ended February 28, 2024, and I would 
like to talk about how the construction equipment market, especially the excavator and crawler loader 
market, is faring. 

As for the construction equipment market, the COVID-19 infection has subsided, visits to various countries 
have returned, and we are now able to talk face-to-face with our customers. Against this backdrop, the 
North American market continues to boom, and when I recently attended a dealer summit in Texas, there 
was continued construction activity in our region, including highway expansion and building construction. 

The highway expansion, for example, was constructed in a narrow space between the current highway and 
the new one, and the work was done using medium or smaller size excavators rather than large excavators. 
As I mentioned earlier, many dealers told us that the volume of construction work is increasing and that 
they still need more construction equipment. When we explained to the dealers that production at the Aoki 
plant and the loader plant in the US was progressing as planned, we were able to supply the products on 
time as requested by our customers. 
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In this presentation, it was explained that the amount of orders received is lower than before, but this is not 
because the market has cooled down, but because we have established a system that enables us to supply 
the products as requested by our customers. If the market were cooling, our sales themselves would decline, 
but they remain high. 

On the other hand, in the European market, a slight oversupply occurred in the UK because construction 
equipment companies were increasing production of smaller models. We believe that one of the factors was 
that customers ordered more when machines were in short supply. In Europe, the economy is sluggish and 
we expect sales volume to decline in the current fiscal year, but we believe it will bottom out and begin to 
recover again by the end of the year. Also, in Italy and other countries, subsidies will be provided for the 
purchase of construction equipment this year to help the economy recover. 

In order to meet the expectations of our investors and clients, all of our employees will work together to 
move forward with increased power, speed, and scale. 

I would like to close my explanation by asking for your continued support and cooperation. Thank you very 
much. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
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answer from the Company, or [M] neither asks nor answers a question. 
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forward-looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY 
EVENT TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia's content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia's content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2024 SCRIPTS Asia K.K. ("SCRIPTS Asia"), except where explicitly indicated otherwise. All rights 
reserved.  

 


