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Presentation 

 

Nagao: Now it’s time to begin the financial results briefing for the fiscal year ended March 2024 of NTN 
Corporation. Thank you very much for taking time out of your busy schedule today to attend our IR briefing 
on our financial results. 

First, let me introduce the attendees. 

Mr. Ukai, President, Executive Officer, CEO. 

Ukai: I’m Ukai. Thank you. 

Nagao: Mr. Yamamoto, Executive Officer, CFO. 

Yamamoto: I’m Yamamoto. Thank you. 

Nagao: Mr. Miyazawa, Corporate General Manager, CVJ & Axle Bearing Business HQ. 

Miyazawa: I’m Miyazawa. Thank you. 

Nagao: Mr. Harima, Executive Officer, Corporate General Manager, Bearing Business HQ. 

Harima: I’m Harima. Thank you. 

Nagao: I, Nagao, and Mr. Kouge of the Corporate Communications Dept. will serve as the Secretariat. 

Kouge: Thank you very much. 

Nagao: Thank you very much. 

Today, we will provide an explanation along with the briefing materials that we distributed to your registered 
e-mail address. The documents are also available on our website, so if you do not have them, please check 
our website. 

Today, President Ukai will first explain the key points of the financial results, followed by CFO Yamamoto’s 
presentation on the financial results for FY2023 and the outlook for FY2024. After the presentation, there will 
be a Q&A session and the briefing is scheduled to end at 3:00 PM. 

Now, President Ukai, please begin your explanation. 

Ukai: My name is Ukai of NTN Corporation. Thank you very much for taking time out of your busy schedule 
today to attend our briefing. We would also like to take this opportunity to thank our shareholders and 
analysts for their continued support. 

CFO Yamamoto will explain the details of the financial results and forecasts, as well as the analysis of profit 
increase/decrease, in detail. I will explain the key points of the financial results for FY2023. 
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See page three. 

Net sales totaled JPY836.3 billion. Although demand for industrial machinery decreased, sales increased by 
JPY62.3 billion from the previous year due to an increase in demand from the automotive industry, improved 
selling prices in response to soaring raw material prices, and the effect of the yen’s depreciation. Sales 
increased by JPY6.3 billion compared to the February’s forecast, but demand for automotive applications was 
lower than expected in Japan, Europe, and China, resulting in a decrease in sales excluding exchange rate 
effects. 

Operating income was JPY28.1 billion. Although volume was lower than expected, the price pass-on measures 
of soaring procurement costs, such as steel products and acceptance of price hikes from suppliers, and 
improvement of selling prices in unprofitable businesses contributed to the results. This, combined with the 
effect of yen depreciation, resulted in an increase of JPY11 billion from the previous year, and an increase of 
JPY3.1 billion in the previous forecast as well. In particular, the automotive business has remained profitable 
since Q2, and for the full year, it was able to achieve an operating income for the first time in five fiscal years. 

Ordinary income was JPY20 billion. Extraordinary losses amounted to JPY3.4 billion due to the Noto Peninsula 
earthquake and restructuring costs, resulting in profit attributable to owners of parent of JPY10.6 billion. 

Inventories were JPY264.8 billion, up JPY25.4 billion from the previous year, mostly due to the impact of 
foreign exchange. 
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Free cash flow was positive JPY40.1 billion, mainly due to an increase in ordinary income and continued 
restraint on capital investment. 

 

See page four. 

FY2023 was the final year of DRIVE NTN100 Phase 2, a plan to revitalize NTN Corporation and improve and 
strengthen its financial position. The business environment has changed dramatically since the medium-term 
business plan was formulated, including semiconductor supply shortages, rising inflation mainly in raw 
material and energy prices, rising interest rates, and a stagnant Chinese economy triggered by the re-
expansion of the COVID-19 pandemic. 

Despite these conditions, a steady recovery in business performance, the sale of idle assets, and thorough 
financial management within the Group resulted in a free cash flow surplus of more than JPY70 billion over 
the three-year period, and we improved our financial position, including equity to capital ratio and net D/E 
ratio, to achieve the goals of the medium-term management plan. 

On the other hand, operating income and inventory turnover fell short of targets, and management indices 
such as ROE failed to achieve their targets. 

Under the new medium-term management plan, we will strengthen our earning power and aim for an 
operating margin of 6% and ROE of 8% in the third year. 
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See page five. I would like to explain our earnings forecast for FY2024. 

With regard to the business environment, although automobile production grew significantly due to the 
recovery from the shortage of semiconductors in the previous fiscal year, we expect it to remain flat for the 
current fiscal year. In addition, we expect that the business environment for industrial machinery will continue 
to be difficult as in the previous fiscal year, but that a gradual recovery can be expected from H2 of the fiscal 
year onward. 

In this business environment, we expect net sales of JPY860 billion, operating income of JPY32 billion, 
operating margin of 3.7%, and ordinary income of JPY22 billion for FY2024. 

In addition, we have factored in extraordinary losses of JPY8 billion, including restructuring costs mainly in 
Europe and China, and expect profit attributable to owners of parent of JPY5 billion. 

Exchange rates are assumed to be JPY145 to the US dollar and JPY160 to the euro. 

Inventories are expected to be JPY242 billion, capital expenditures JPY37 billion, and free cash flow is 
projected to be JPY24 billion. 
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See page six. 

Effective April 1 of this year, we have changed our organizational structure from the market axis to a product 
axis in order to expand our aftermarket business and to respond to and promote changes in the industrial 
structure, electrification, and the shift to EVs. 

By consolidating our dispersed bearing business, we will strengthen our service and supply capabilities, and 
aim to generate profits by integrating the aftermarket and OEM operations. 

We will also concentrate on the CVJ/Axle as our product axis to respond to new needs such as electrification 
and to build a muscular business foundation. 
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See page seven. The table above shows a breakdown of the earnings forecast by business segment. 

As for the bearings and others, we expect net sales to increase by JPY10.2 billion from the previous year, 
taking into account the expansion of the aftermarket business and price increases in unprofitable businesses. 
On the other hand, operating income is expected to decrease by JPY1.3 billion from the previous year for the 
industrial machinery, due to a decrease in production resulting from inventory reductions and expenses for 
equipment maintenance, etc. 

For the CVJ/Axle, we expect automobile production to remain flat from the previous year, including the 
Americas, where the recovery production due to the resolution of the semiconductor shortage is expected to 
slow down. On the other hand, we expect net sales to increase by JPY13.5 billion and operating income by 
JPY5.2 billion from the previous year, factoring in the launch of new mass production and increased 
production projects, price increases in unprofitable businesses, and reductions in variable costs. 
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See page eight. This is the composition by business segment for FY2024. 

The bearings and others segment consists of about one-third each for the aftermarket, the industrial 
machinery, and the automotive businesses. 

As for the CVJ/Axle, automotive OEMs account for approximately 90% of the total, with the remainder going 
to the aftermarket, mainly in Europe and the US. 
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See page nine. This section describes the bearing and other business. 

In the aftermarket, we will continue to revise the price list for distributors and raise contract prices for users 
to pass on to selling prices the soaring prices of raw materials and energy, as well as rising labor costs, 
including those of suppliers. 

In addition, we will further expand our available inventory for the aftermarket and strengthen our immediate 
delivery system to ensure that sales opportunities are not missed and that sales are steady. 

In addition, in order to expand supply capacity for the aftermarket, NTN Corporation will actively utilize 
external procurement of finished products and production outsourcing, with technical support and quality 
control guidance from NTN Corporation. 

For the industrial machinery, we will continue to strengthen activities to raise prices in unprofitable businesses. 
In addition, as a partner to our customers, we will work to improve profits through collaborative creation with 
our customers by sharing mutual challenges and promoting cost reductions. 

In the area of bearings for automotive OEMs, the most important issue is to improve profits. As the shift to 
EVs continues, we will respond to changes in the business environment by strongly promoting improvement 
of selling prices in existing businesses and developing new products for EVs. 
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See page 10. I will explain the CVJ/Axle’s approach. 

In the automotive business, as in other businesses, we will continue to promote the improvement of selling 
prices, as in the previous fiscal year, for cost increases and unprofitable businesses. 

In addition, the supply of parts from competitive China, Korea, India, and other countries, which has been 
effective since the previous fiscal year, is expected to expand this fiscal year, mainly to North America. To 
accelerate the effect, we will consider optimal design and quality that meet customers’ functional and cost 
requirements and increase the effect of variable cost reduction. 

Furthermore, it is necessary to optimize fixed costs in line with the market environment and demand and 
following the CVJ base in South America in the previous fiscal year, we will accelerate our production 
restructuring by considering Europe and China regions from this fiscal year onward. 

At the same time, in order to respond to changes in the business environment, such as EVs, we will develop 
new products that meet the needs of EVs for large size, high angle, low vibration, etc. 

In the automotive aftermarket, we plan to relocate our headquarters functions to the European region, where 
demand is high and where we have bases for sales, production, technology, etc. We will also expand our 
product lineup by increasing the number of products purchased from external suppliers. We will expand our 
business by making prompt decisions in demand areas and developing sales activities on a global basis. 
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See page 11. I will explain the outlook for shareholder returns. 

Our policy is to pay stable and continuous dividends according to business performance from a medium- to 
long-term perspective. In line with the recent recovery in business performance, for FY2024, we plan to pay 
an interim and year-end dividend of JPY5.5 each, for a total annual dividend of JPY11. 

We are committed to management that is conscious of cost of capital with the aim of achieving sustainable 
growth and increasing corporate value over the medium to long term. During the past three years of our 
medium-term management plan, we have been working to optimize our asset holdings, including the sale of 
strategic equity holdings. 

In addition, with the goal of maintaining a stable ROE of 10% or more over the medium to long term, we will 
first steadily implement each of the measures in our medium-term management plan, which will be newly 
launched this fiscal year, and aim for an ROE of 8% in the third year. 

The details of the new medium-term management plan will be explained in detail on Friday, May 31, as 
separately announced. 

That is all from me. 

Nagao: Thank you, President Ukai. 

Next, CFO Yamamoto will explain the financial results for FY2023 and the outlook for FY2024. 
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CFO Yamamoto, please begin. 

 

Yamamoto: My name is Yamamoto. 

Now, slide 13, please. This shows consolidated key indicators for FY2023. 

The right-hand side shows the increase/decrease. Compared to the full-year forecast, excluding the effect of 
foreign exchange rates, net sales were JPY4.1 billion lower and operating income was JPY0.8 billion higher. 
Then, compared to the previous year, at ③-①, excluding the effect of foreign exchange rates, net sales were 
JPY17.6 billion higher and operating income was JPY0.4 billion higher. This increase or decrease will be 
explained on the next page. 

The Company also posted a JPY3.4 billion in extraordinary losses. The breakdown is JPY4.6 billion in 
extraordinary gains, half of which, JPY2.3 billion, is from the sale of land in Europe. The remaining JPY2.3 
billion is the gain from the dissolution of cross-held shares, as explained earlier by Ukai. 

On the other hand, JPY8 billion was posted as extraordinary losses. The main reason for this was the impact 
of the earthquake disaster, which amounted to JPY0.7 billion. Other than that, we posted expenses for the 
improvement of our business structure in Europe, Japan, and other regions. 
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Slide 14, please. This is the profit analysis. 

The leftmost figure is the previous forecast value of JPY25 billion, and the rightmost figure is the current actual 
value of JPY28.1 billion. 

The table above shows the changes in sales, broken down by exchange rate, selling price, and volume. 

As you can see, profit from sales price increased by JPY3.6 billion, which is the most significant factor for the 
increase in profit on the left side. 

Also, as for the variable cost, profit increased JPY0.7 billion  due to cost reduction and JPY0.2 billion due to 
cost increase. 

Expenses, etc., are almost in line with the plan, and the impact of foreign exchange rates is positive JPY2.4 
billion. 

On the other hand, the scale effects, etc., if we multiply the JPY7.7 billion sales of  decrease of volume  by the 
alternative marginal profit ratio, we get an impact of about JPY3.2 billion. 

Also, the impact from personnel expenses is minus JPY0.6 billion, but this is mainly due to increased personnel 
expenses in Europe. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
15 

 

 

See slide 15. This is an operating income analysis for the full year of the previous year and for the full year 
ended March 31, 2024. 

The leftmost figure is the actual results for the fiscal year ended March 31, 2023, JPY17.1 billion, and the 
rightmost figure is the actual results for the fiscal year ended March 31, 2024, JPY28.1 billion. 

In the table above, changes in sales are broken down into foreign exchange, selling price, and volume. 

The biggest factor is still the selling price. The impact from selling price was plus JPY29.4 billion, which was 
the most significant factor in the increase in profit. 

Also, the impact from expenses and other costs is plus JPY4.6 billion. The main breakdown of this is the 
rebound of JPY5.6 billion in transportation costs, which soared in the fiscal year ended March 31, 2023. On 
the other hand, a provision for doubtful accounts of JPY1 billion was recorded. The net result was a decrease 
in expenses of JPY4.6 billion. 

Also, the foreign exchange impact was plus JPY10.6 billion. 

The scale and other factors resulted in a very large negative figure of JPY21.6 billion. This was the same 
through Q3, but the impact of the decrease in sales due to the JPY11.7 billion decrease in volume was 
approximately JPY2.4 billion. The negative JPY14 billion was a reaction to the considerable accumulation of 
production inventories in the fiscal year ended March 31, 2023. The impact of the closure of the Brazilian 
operations is minus JPY1 billion, and the impact of the deterioration in the product mix is about JPY4.2 billion. 
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As for variable costs, the impact of cost increase is minus JPY21 billion, of which steel products account for 
about JPY4 billion. The impact of other factors is about JPY17 billion, and the impact of cost reduction is 
JPY11.1 billion. 

Also, the impact of higher personnel costs, mainly in the European region, is plus JPY2.1 billion. 

 

See slide 16. This is a comparison of key financial indicators for the year ended March 31, 2024, with the 
forecast for the year ending March 31, 2025. 

Excluding foreign exchange effects, net sales are expected to increase by JPY23.7 billion and operating income 
by JPY3.5 billion. I will explain this later. 

Also, as Mr. Ukai explained, there is an extraordinary loss of JPY8 billion. This is mainly due to the anticipated 
cost of structural reforms in Europe and China. 
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See page 17. This is the analysis graph of operating income of JPY28.1 billion for the full year ended March 31, 
2024, and the forecast of JPY32 billion for the full year ending March 31, 2025. 

Below the graph is a table of sales. Of the change in sales, plus JPY11.4 billion is from selling prices and plus 
JPY12.2 billion is from volume. 

Of the factors contributing to the increase in profit on the left side, JPY11.4 billion in selling prices is the largest. 

Also, plus JPY3.6 billion in variable costs. This is expected to be approximately plus JPY10 billion from cost 
reduction and minus JPY6.4 billion from cost increase. Of cost increase, we expect about JPY2.1 billion related 
to steel. 

Foreign exchange impact is very small, plus JPY0.4 billion. 

We also expect minus JPY5.8 billion from expenses and other items. As Mr. Ukai explained earlier, this is due 
to domestic maintenance costs and transportation costs, all of which are expected to increase compared to 
the previous fiscal year. Also, we expect amortization expenses. 

The impact of scale and other factors is expected to be minus JPY4 billion. The increase in sales is JPY2.4 billion, 
which is equivalent to the JPY12.2 billion increase in sales volume, which I explained earlier. Also, we will work 
hard to reduce inventory, so we will drop production and inventory. This impact is expected to be minus 
JPY6.4 billion. We are looking at a net amount of minus JPY4 billion. 

Regarding personnel expenses minus JPY1.7 billion, this is mainly due to base increases in Japan. 
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See slide 18. Sales by region are arranged by three periods. These are FY2022, FY2023, and FY2024. I will 
explain this increase or decrease. 

First, FY2023 vs. FY2022, excluding the effect of exchange rates, the increase was JPY17.6 billion, but if we 
subtract the JPY29.4 billion increase in selling prices that I explained earlier, the impact of volume was minus 
JPY11.7 billion. 

The volume impact by region was minus JPY3.5 billion in Japan and minus JPY7 billion in Europe and China, 
respectively. And plus JPY0.4 billion in the Americas, plus JPY5.3 billion in Asia and other regions. As expected, 
Europe and China experienced large decreases during the year. 

On the right side, at ③-②, a comparison between FY2024 and FY2023 is shown. The total sales excluding 
foreign exchange is plus JPY23.7 billion, but I mentioned earlier that the impact of selling prices is JPY11.4 
billion, so the increase in volume is JPY12.2 billion to JPY12.3 billion. First, in Japan, we expect an increase of 
JPY4.5 billion in volume, and in the Americas, we expect a decrease of JPY2.3 billion. We also expect Europe 
to add JPY6.2 billion, China to remain almost flat, and Asia and other areas to add JPY3.6 billion to JPY3.7 
billion. 
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See slide 19. This is a table of net sales and operating income by business segment for FY2023. The upper row 
shows net sales, and the lower row shows operating income. 

First of all, if you look at the net sales diff excluding exchange rate impact in the upper row, the figure is 
JPY17.6 billion, which includes the impact of selling prices increases, so I will show you the base figure 
excluding them. In the aftermarket, excluding the impact of selling prices, sales were down JPY8.6 billion, sales 
of the industrial machinery were down JPY23.6 billion, and sales of the automotive were up JPY20.4 billion. 

As you can see in the operating income column above, the aftermarket and industrial machinery businesses, 
which have been significantly affected by the decrease in scale, have seen a decrease in income since FY2022. 
On the other hand, the automotive business increased by JPY15.8 billion YoY to a profit of JPY3.4 billion, 
thanks to an increase in the scale of the business and the firm implementation of price increase activities. 

Also, for your reference, on the far right is the FY2023 forecast as of February. Against this forecasted profit, 
all businesses have increased their profits. 
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See slide 20. This is the quarterly financial results by business segment, as I explained earlier. On the left is a 
bar graph of net sales and on the right is a bar graph of operating income and a line graph of operating margin. 

First of all, as you can see in the bar graph on the right, the automotive business was minus JPY4.1 billion in 
Q1, but it posted a profit in Q2, Q3, and Q4, and was profitable for the full year. 

Also, the line graph above, comparing FY2022 Q4 to FY2023 Q4, the aftermarket and the industrial machinery 
suffered from the decline in scale, but the operating margin improved to almost the same level as the previous 
year’s Q4. 

As for the automotive, again, the performance is recovering, from minus 1.3% to plus 2.7%. 
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See slide 21. This graph shows net sales and operating income by company location, Japan and the Americas, 
with the upper row showing sales and the lower row showing operating income. 

In Japan, Q4 was affected by the New Year vacations, production stoppages at some automobile customers, 
and the earthquake disaster, and as a result, the scale of operations declined and the operating margin fell to 
around 5.8%. 

For the current fiscal year, as I have already explained, we expect an operating margin of about 2.8% for the 
next fiscal year, down from 4.2% for the previous fiscal year, due to an increase in fixed costs in Japan. 

As for the Americas, if we compare Q3 and Q4, the scale of Q4 will be larger than Q3 because of the Christmas 
vacations in Q3. Also, we were able to raise prices, and in Q4, we posted an operating income of JPY2.3 billion 
or 3%. 

As a result, we have almost recovered to the point of a slight minus JPY0.2 billion or minus 0.1% for the full 
year. 

For the current fiscal year, we are projecting an operating margin of about 2.5%, due to the keynote in Q4 and 
the elimination of the expenses for the closure of the Brazilian operations in FY2023. 
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See slide 22. The is also by location, Europe and Asia and others. 

In Europe, as in the Americas, there is a long vacation in Q3 for Christmas, so Q4 is also larger and price 
increase activities could be done at the end of the period. As a result, the operating margin in Q4 rose to 2.6%. 
However, the losses in Q1, Q2, and Q3 were significant, resulting in a negative JPY2.2 billion for the full year. 
However, the operating margin improved by about 0.8 percentage points compared to the previous year. 

For the current fiscal year, we aim to achieve a break-even result, but we expect an operating margin of minus 
JPY0.3 billion, or about minus 0.1%. 

In Asia and other regions, unlike in Europe and the US, Q4 includes the Chinese New Year, which inevitably 
results in a decline in the scale of operations. As a result, the operating profit margin also deteriorated to 8.8% 
compared to Q3. However, the full-year operating margin was 9.1%, an increase over the fiscal year ended 
March 31, 2023 full-year figure. 

For the current fiscal year, we expect the operating margin to be about 8.5%, taking into account the negative 
impact of foreign exchange rates, which are expected to be negative in this region. 
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See slide 23. Inventories. 

FY2023 was JPY264.8 billion. Earlier, Mr. Ukai explained that the YoY increase was almost entirely due to 
foreign exchange. The impact of exchange rates was JPY21.4 billion, and the impact of volume was 
approximately JPY4 billion. One of the main reasons for this is that we have built up a large inventory for 
aftermarket in Japan, while another reason is that we have built up an inventory of materials in progress in 
Europe, where the availability of materials and parts has become quite difficult. 

The forecast for FY2024, which is second from the right, is JPY242 billion. This is a decrease of JPY22.8 billion 
from the end of March 2024, of which JPY9.4 billion is due to foreign exchange and JPY13.4 billion is due to 
inventory reduction in terms of volume. 
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See slide 24. This is the change in capital expenditures and depreciation. See table. 

Capital expenditures for FY2023 were JPY26.6 billion. The main breakdown is as follows: JPY13.5 billion in 
Japan, JPY6.7 billion in Europe, which is now undergoing restructuring, JPY3.4 billion in the Americas, and 
JPY3.1 billion in China, Asia, and other areas. 

For FY2024, we plan to raise this figure to about JPY37 billion. However, the plan is to keep it less than 
depreciation. In particular, we expect to invest JPY37 billion in maintenance, renewal, manpower saving, 
restructuring, and environment-related investments. 
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See slide 25. This is the status of interest-bearing debt. 

As you can see in the table above, net interest-bearing debt was JPY234.8 billion for FY2023, a significant 
decrease from JPY260.6 billion the previous year, as planned. For FY2024, we are forecasting a further 
reduction in net interest-bearing debt to JPY228 billion. 

As a result, the net D/E ratio is expected to be 0.9 for FY2023 and 0.9 for FY2024. 
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See slide 26. This is the status of cash flows. 

As mentioned earlier, free cash flow for FY2023 was JPY40.1 billion, a significant improvement from the 
previous forecast of JPY29 billion. 

For FY2024, we expect to increase investment cash flow by about JPY10 billion, and some restructuring-
related cash outflows are also expected in the operating cash flow. So, we expect that the amount will be 
about JPY24 billion from JPY40.1 billion in FY2023. 

That is all I have to explain. 

Nagao: Thank you very much, CFO Yamamoto. 
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Question & Answer 

 

Nagao [M]: We will now move on to the Q&A session. 

During the Q&A session, the secretariat will designate the person with questions. 

Well, thank you very much for your prompt attention. 

Mr. Sasaki of Morgan Stanley MUFG Securities, please ask your questions. 

Sasaki [Q]: Thank you very much for your explanation today. My name is Sasaki from Morgan Stanley. I would 
like to ask three brief questions. 

First, I would like to ask about slide seven. Your company has changed its business segments this time, and I 
would like to confirm your concept of revenue. Until now, it has been disclosed in aftermarket, industrial 
machinery, and automotive, I think. 

In the former aftermarket, there was a profit of about JPY20 billion, and industrial machinery had a profit of 
just over JPY4 billion. Looking at the bearing alone, some of which are the CVJ/Axle, industrial machinery and 
aftermarket alone generated about JPY25 billion in profits in the former segment. 

Considering that, although there has not been much disclosure so far, is it correct to say that this automotive 
bearing was in a fairly, in fact, quite tough profit/loss situation? First of all, could you please let me confirm 
that? 

On top of that, I would appreciate it if you could tell me what to do with the profit and loss of the automobile, 
especially with these bearings and such. Thank you. 

Miyazawa [A]: Now, I, Miyazawa, would like to explain this. 

In the area of bearings for automobiles, we are developing our business mainly in Japan and Europe, but the 
competition was much tougher than with the CVJ/Axle, so we were in a difficult situation. The other is that 
automotive bearings have a very long model life, and unlike CVJ axles, the bearing model does not change 
when the car model changes. Therefore, there was a very high tendency to continue with the previous prices. 
Although we made very vigorous efforts to correct prices, we did not have as much success as we did with the 
CVJ/Axle. 

As for future measures, we will basically ask our customers to bear the cost of inflation, but we also anticipate 
that the demand for bearings for automobiles itself will decline to a certain extent due to the shift to EVs, and 
we intend to negotiate with our customers to share the cost increase associated with this decline. We are 
now working to ultimately improve the profit structure of bearings for automobiles through these efforts. 

Sasaki [Q]: Thank you very much. 

The second point is regarding the automotive business, particularly CVJ/Axle. As Mr. Yamamoto and the 
President mentioned in their presentation, the profit margin for automobiles has been improving this fiscal 
year, and as explained, I believe that CVJ/Axle has improved considerably. 
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I would like to ask Mr. Miyazawa if it is safe to assume that CVJ/Axle’s profit structure has improved 
considerably, and if the profit margin will improve further in the next fiscal year compared to the current fiscal 
year. I would like to know why the profit margin is expected to improve further. 

Miyazawa [A]: I, Miyazawa, would like to explain this matter as well. 

The data we are presenting shows that CVJ/Axle’s profits have been improving, but by region, not all of our 
offices are making profits that are necessarily satisfactory. 

As I mentioned earlier, we have improved by closing unprofitable operations in Brazil, and there are still 
several such facilities in Europe and the US, so one of the first steps is to change the business structure, 
including production reorganization in those areas. 

The second is that the shift to EVs will lead to larger CVJ in particular. The larger size will allow us to shift into 
areas where we are relatively competitive, and we will be able to offer our prices to our customers in a 
situation where they do not have many choices. We are also able to receive orders in the areas we are aiming 
for, though not necessarily on our own initiative. 

Another trend among automobile manufacturers today is to work closely with specific manufacturers, dig 
deep, and promote cooperative creation activities, rather than to engage in costly competitions. We have 
received requests from Western companies as well as Japanese companies, and we expect to do more 
business with customers who value functionality, product supply capabilities, and service delivery capabilities 
rather than focusing on cost. 

Sasaki [Q]: Thank you very much. 

So, basically, profit/loss improvement will continue through restructuring, and as Mr. Miyazawa mentioned, 
you will continue to add value, including EVs, and improve the model mix, so is it correct to say that the 
CVJ/Axle’s profit margin is improving? 

Miyazawa [A]: I think that is generally how you understand it. 

Sasaki [Q]: I understand. Thank you very much. 

Finally, the third question, what is your approach to cash flow? It is on page 26. In the previous fiscal year, 
you generated free cash flow of JPY40 billion, and this fiscal year, you mentioned that operating cash flow 
itself is at a fairly high level. Compared to the profit level, I have the impression that cash flow is now quite 
high. Please tell us how your company’s cash flow management, including inventory management, has been 
developed and how this cash flow generation capability has changed. 

In addition, capital investment in the past was generally well below depreciation, but current fiscal year you 
have decided to accelerate capital investment for the first time in a long time, to JPY37 billion. Please tell us 
what led you to increase capital expenditures and the reasons for such decisions, if any. 

Yamamoto [A]: Yamamoto will answer your question. 

First of all, although the inventory turnover ratio has not been improving well, other expenditures have been 
well controlled. That is why operating cash flow has been increasing. 

In addition, investments for FY2023 were minus JPY26.6billion. In terms of the scope of amortization, the 
situation is that it has been considerably suppressed and has accumulated to JPY40.1 billion so far in FY2023. 
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In addition, employees’ and the Company’s awareness of cash flow management has also improved, and the 
collection of accounts receivable, for example, has become much better managed. 

Then, in FY2024, investment cash flow will be negative JPY40 billion. We are looking at an investment of JPY37 
billion in tangible fixed assets, and another JPY40 billion in intangible fixed assets, including this investment. 

As I mentioned earlier, we will allocate cash to investments in manpower saving and maintenance, 
investments in restructuring, and investments in the environment. Investment cash flow for FY2024 is 
expected to be minus JPY40 billion and free cash flow JPY24 billion. 

That is all. 

Sasaki [Q]: Thank you very much. 

I’m sorry, I have one additional point, but regarding inventory, compared to the past, could you tell us, at the 
end, if there are any changes in inventory turnover, inventory management, or improvements in efforts to 
reduce inventory? 

Yamamoto [A]: As I mentioned earlier, we were not able to decrease the inventory this time, and we had to 
carry inventory for aftermarket in Japan. Also, the cash flow situation in Europe, especially for suppliers, 
cooperative manufacturers, and steel manufacturers, has become very severe. 

We used to buy only what we used, but now we are purchasing some of it on our end. As a result, the inventory 
turnover in FY2023 did not meet the target. First of all, this is the background of the situation. 

In other areas, such as the horizontal development of production reform activities in Japan, I believe that 
awareness of the need to increase inventory turnover has spread throughout the Company. Therefore, for 
FY2024, our first priority is to raise the turnover ratio to 3.6. 

That is all. 

Sasaki [M]: Yes, I understand very well. Sorry it took so long. Thank you very much. 

Yamamoto [M]: Thank you very much. 

Nagao [M]: Thank you very much, Mr. Sasaki. 

Next, Mr. Sano of JPMorgan Securities. 

Sano [Q]: Thank you for your explanation. My name is Sano from JPMorgan. 

The first point is that I would like to ask you about these results, especially with regard to the selling price. 
Unfortunately, operating income did not meet the medium-term plan, but on the other hand, one of the 
reasons for the upward swing after the downward revision is the selling price, and looking back over the past 
three years, I think there have been moves to transfer the inflation and to increase labor costs and labor-
related expenses. 

I’m not sure if it is correct to speak in terms of wins and losses, but after reviewing the situation in terms of 
selling price vs. inflation, please tell us how you plan to approach FY2024. 

Ukai [A]: Ukai will answer your question. 
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As I have explained at IR meetings in the past, we have always pursued fair prices. At the time of COVID-19 
pandemic, ocean freight rates rose substantially, labor costs increased substantially, and we are now entering 
a situation that is slightly different from the conventional situation that Mr. Sano just mentioned. 

In such an environment, one of the main tasks of our front-line sales staff was to prevent customers from 
discounting our products. We have been working for the past several years to provide the proper evidence 
and ask for appropriate prices, and this has gradually been producing results. 

We must not let these activities of the Company be a one-time thing, and we must continue to develop value 
that our customers can see, and then seek appropriate prices while continuing to master our technology. 

In addition, there are some products that have been unprofitable for various reasons in the past, and we will 
continue to work on them, although we do not know how much we are not able to show the cost structure 
now. In some cases, such as in the case of bearings for automobiles, as we move toward EVs in the future, the 
volume of transmissions and engines will decrease, so the volume of these parts will also decrease. We are 
thinking that we will have to put even more effort into negotiating prices with customers. 

Therefore, we will continue to follow the same direction that we are taking now. Although we have received 
many harsh comments from our customers, the government also encourages the proper reflection in selling 
prices of the rising cost of labor and other various prices. We would like to make further efforts to discuss this 
trend with our customers. 

I hope I have answered your question, Mr. Sano. 

Sano [Q]: Yes, thank you. 

I think this may be for Mr. Yamamoto, but could you please add some additional information on how you 
formulated the sales price level for this year, in terms of whether you can already see this, or whether you 
want to go this far, and what kind of figures you can be sure of? 

Yamamoto [M]: That’s about on the slide 17, selling price level JPY11.4 billion. 

Sano [M]: Yes, yes. 

Yamamoto [A]: I understand. 

First, of JPY11.4 billion, there is a portion that was not taken up in FY2023. This was especially true for 
European automakers, which were in a very challenging situation. 

As Mr. Ukai mentioned earlier, METI has issued a guideline to pass on inflationary costs to the selling price in 
Japan, so we would like to and can take out this part in Japan and Europe. We will take out this part. 

I hope that answers your question. 

Sano [Q]: Yes, that’s fine. Thank you very much. 

Now, let me move on to the next question. I would like to know about the costs and benefits of structural 
reforms. I think you have included structural reform expenses, mainly in Europe and China. This may be 
related to what you are talking about in the medium-term business plan, but will you continue to use reform 
expenses in the next fiscal year and the fiscal year after next? I am interested in how the effects of the reforms 
implemented in the current and previous fiscal years will be reflected in the current, next, and next fiscal years. 
Please give us some additional information on this point. 
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Ukai [A]: Let me start with an overview from Ukai. 

First, in the medium-term, we named the title “DRIVE NTN100 FINAL.” As for the details, as you mentioned 
earlier, we will be holding a medium-term report briefing at the end of this month, and the reason why we 
named it “FINAL” is because there are still some projects in which we have invested excessively in the past, 
or have invested but the investment did not lead to successful business. Such things are dragging down 
management. 

We are planning to wipe them out in the next three years, especially in the first two years, and in the third 
year, we are planning to lighten the cost burden in this area as much as possible. In FY2024 and FY2025, we 
will focus on improving our financial position even if we have to sacrifice some of our net income figures. 

However, for the third year, as I have just reported, we are going into this third year with a strong desire to 
achieve an ROE of 8%, and beyond that, for the next medium term, to build a corporate structure that can 
continue to exceed that level. 

If you have any questions about the details or numbers, I can’t give you the numbers today, so I would like to 
ask for more details on the 31st. 

Sano [Q]: Thank you very much. 

Finally, one thing I would like to ask Mr. Ukai, focusing on industrial machinery, is the current situation in 
China improving or not changing much? 

Also, I’m sorry for being greedy. Mr. Miyazawa, please let us know the status of the automotive pipeline 
buildup over 1 to 2 years. That’s it. 

Ukai [A]: First of all, regarding your first question about industrial machinery in China, especially after the 
dawn of the pandemic, the movement of people has started, and there has finally been a movement in the 
area of what is called “high speed rail,” or bullet trains in Japan, and demand is increasing in this area. 

So, while there is demand for building new vehicles and repairing existing vehicles, in general, we understand 
that the rest of the economy is in a very difficult environment. 

In addition, the Chinese government is promoting the revitalization of the industry by domestic manufacturers. 
In wind power generation, in particular, Chinese companies have been emerging more and more, and due to 
various government measures, there are cases where the cost structure is completely different from the cost 
structure of external suppliers. It is impossible to compete in price competition. 

It is not just economic trends, but the national policy within China and so on is changing rapidly. 

However, as I mentioned earlier, the key to success will be how we can provide added value that Chinese 
manufacturers cannot. We want to fight in those areas, and I think this is the same for automobiles. 

Miyazawa [M]: Okay, from Miyazawa. 

Mr. Sano, should I explain the status of the orders? 

Sano [M]: Yes, yes. Thank you. 

Miyazawa [A]: This medium-term plan covers 2024, 2025, and 2026, but we have already almost completed 
the commercial season up to 2026. This year, 2024 to 2026, the amount of money that will be generated from 
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new orders will roughly average JPY20 billion to JPY25 billion per year, and will be launched in 2024, 2025, 
and 2026. 

We are just about to start the commercial season for 2027 and beyond. Basically, we have already achieved a 
certain level of scale up to 2026, so we are trying to promote orders that will further improve the mix of orders 
from 2027 onward. We believe that we will proceed with the order details that I mentioned earlier, which will 
give our customers a full understanding of the value we provide. 

Sano [M]: I understand. Thank you very much. That’s all from me. 

Nagao [M]: Thank you very much, Mr. Sano. 

Does anyone have any other questions? 

Mr. Tai of Daiwa Securities, please go ahead. 

Tai [Q]: My name is Tai. 

First, I’m sorry if this is a very uncomfortable question, but is there any reason why you did not announce the 
medium-term plan out today and will announce it on a different date? 

Yamamoto [A]: My name is Yamamoto. 

The reason why we decided to hold them on to a different day is because we felt that if we put the financial 
statements and the medium-term report together, both the financial statements and the medium-term report 
would be rather blurred. 

Tai [Q]: I understand. Thank you very much. Then, I am looking forward to it. 

The second is about slide four. Once again, what was the biggest reason why operating income did not reach 
JPY42 billion and ended up at JPY28 billion? Inflation and other factors come to mind, but what is the most 
significant cause? 

Yamamoto [A]: My name is Yamamoto. 

By industry, we have achieved the originally planned profit margin for the aftermarket. In the industrial 
machinery business, we fell slightly short of our medium-term target, but our operating margin was almost in 
line with our medium-term target. 

In H1 of the fiscal year, production of automobiles did not pick up due to the shortage of semiconductors, and 
the impact of price hikes, especially for consumer goods, was very large, and there were inevitably delays in 
passing on the inflationary costs. We were able to turn a profit in the final year, but we fell far short of the 
operating margin of the original plan. The most significant cause was the slump in the automotive business. 

Tai [Q]: Simply put, is that most likely due to the timing of the impact of inflation and the timing of passing it 
on to price increases? 

Yamamoto [A]: Yes, that’s right. In addition, business in Europe and the US was quite severe. 

Tai [Q]: I understand. 

When you think about what you wanted to do, such as product development, market launch, market share, 
and various other so-called unique scenarios for NTN Corporation, do you feel that to some extent you have 
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been able to do what you wanted to do as much as you wanted to do? I am not trying to say that this is not 
true, but I simply want to clarify. 

Ukai [A]: My name is Ukai. 

As Mr. Tai mentioned, the development of new products with customers is coming along as planned, and new 
types of constant velocity joints with new added value and various other products are also coming along as 
planned. I think it is undeniable that there has been a delay within the Company, especially when compared 
to industrial machinery and OEMs in the industrial machinery and automotive, in taking a serious approach 
to price increase activities. 

Therefore, while it is of course true that demand has decreased due to the external environment caused by 
semiconductors, it is a major point of reflection as to why we could not improve the profit margin earlier in 
this situation. 

As Mr. Yamamoto just said, we recognize that if we had only had the aftermarket and industrial machinery, 
that is, if there had been no negative impact from the automotive, we would have been able to generate a 
profit close to our plan. 

Therefore, based on that reflection, now that the automotive have finally turned to the positive side, we will 
strive to firmly increase earning power and raise corporate value so that we do not make the same mistake in 
the future. 

Tai [Q]: I understand. 

As deflation turns into inflation, the debate over cost increases and price hikes has been gaining momentum 
for the past 1 to 2 years, and it is not limited to your company. If this inflation normalizes to some extent, it 
will be normal to raise prices, and I have a feeling that the discussion of the effects of inflation and price 
increases will gradually become meaningless. 

In that sense, at least for the past 2 or 3 years, there have been discussions about the timing of the revival, 
but other than that, it is safe to say that to some extent you have been able to do what you wanted to do for 
the revival. 

Ukai [A]: Yes. At the very least, I believe that as a manufacturer, we have been able to respond to the 
technological areas demanded by our customers. 

Tai [M]: I see. Thank you very much. That is all. 

Yamamoto [M]: Thank you very much. 

Nagao [M]: Thank you very much, Mr. Tai. 

Does anyone have any other questions? 

Now, the secretariat would like to make one final point. As already announced, we will hold a briefing on the 
new medium-term plan on May 31, at the end of this month. The details of the briefing are also included in 
the e-mail that we sent to you when we announced today’s financial results briefing. We encourage you to 
register in advance via the web-based registration system. 

Please be advised that media representatives are expected to attend the briefing on the new medium-term 
management plan. 
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This concludes the financial results briefing for the fiscal year end March 2024 of NTN Corporation. 

Thank you very much for your participation today. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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