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Presentation 

 

Nagao: It is now time to begin NTN Corporation's financial results briefing for the fiscal year ended March 
2025. Thank you very much for taking time out of your busy schedule today to participate in our financial 
results IR briefing. 

First, let me introduce the attendees. President, Executive Officer, CEO, Ukai. 

Ukai: I am Ukai. Thank you. 

Nagao: Executive Officer, CFO, Yamamoto. 

Yamamoto: I am Yamamoto. Thank you. 

Nagao: Executive Officer, Corporate General Manager, CVJ & Axle Bearing Business HQ., Tateoka. 

Tateoka: I am Tateoka. Thank you. 

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

Yanagida: I am Yanagida. Thank you. 

Nagao: Kouge and I, Nagao, of the Corporate Communications Department will serve as the secretariat. Thank 
you. 

Kouge: Thank you very much. 

Nagao: Today's briefing will be based on the briefing materials distributed to your registered e-mail address. 
The documents are also available on our website, if you do not have them. 

Today, President Ukai will first explain the key points of the financial results, followed by CFO Yamamoto's 
presentation on the financial results for FY2024 and the outlook for FY2025. After the presentation, there will 
be a Q&A session, and the meeting is scheduled to end at 3:00 PM. 

Now, President Ukai, please begin. 

Ukai: I am Ukai from NTN. Thank you very much for taking time out of your busy schedule today to attend our 
earnings presentation. We would also like to thank our shareholders and analysts for their continued support. 

Mr. Yamamoto, CFO, will provide a detailed overview of the financial results, earnings forecast, and analysis 
of profit increase/decrease, so I will explain the key points of the financial results and the progress of the 
medium-term management plan, DRIVE NTN100 Final. 
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See page three. For FY2024, net sales were JPY825.6 billion, down JPY10.7 billion YoY due to a delay in the 
recovery of demand in the automotive and industrial machinery markets, despite an improvement in selling 
prices and the impact of foreign exchange due to a weaker yen, and also down from the announced forecast 
excluding foreign exchange. 

Operating income was JPY23.0 billion. In addition to the effects of improved selling prices and cost reductions, 
the weaker yen had a positive impact on foreign exchange rates, but this was not enough to compensate for 
the decline in scale, resulting in a JPY5.2 billion decrease in profit YoY. On the other hand, we were able to 
increase profit by JPY1.0 billion compared to the announcement. 

Ordinary income was JPY10.5 billion, mainly due to foreign exchange losses. Loss attributable to owners of 
parent was JPY23.8 billion, due in part to the recording of negative JPY19.1 billion in extraordinary income/loss 
resulting from structural reform and other costs, as well as the impact of tax effects resulting from weak 
performance in the Americas and Europe. 

Inventories totaled JPY244.4 billion, a decrease of JPY20.4 billion from the end of the previous fiscal year. Free 
cash flow was positive JPY19.7 billion, partly due to inventory reduction. 
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See page four. I would like to explain our business forecast for FY2025. As for the business environment, 
automobile production is slightly down from the previous year, and the industrial machinery market continues 
to lag behind a full-fledged recovery, but there are signs of recovery in some industries. On the cost front, 
there will be price declines in steel and other materials, but we will continue to strive to improve selling prices 
and minimize the impact of continued increases in labor and logistics costs. At the same time, we will continue 
to reform our value chain, including design, procurement, and production, in an effort to reduce costs. 

In this business environment, we expect net sales of JPY790.0 billion, operating income of JPY24.0 billion, 
operating margin of 3%, and ordinary income of JPY11.0 billion for FY2025. 

We also continue to factor in JPY10.0 billion in extraordinary losses as restructuring expenses in Japan, the 
Americas, and China and JPY2.0 billion in extraordinary gains, resulting in an extraordinary loss of JPY8.0 billion 
and a loss attributable to owners of parent of JPY6.0 billion. Exchange rates are assumed to be JPY140 to the 
US dollar and JPY160 to the euro. 

Inventories are expected to be JPY222.0 billion as a result of reductions, and capital expenditure is expected 
to be JPY31.0 billion, resulting in a positive free cash flow of JPY20.0 billion. The impact of trade policy in the 
US has not been incorporated in the forecast for the current fiscal year due to the fluidity of the trend at this 
point, although the amount of impact has been estimated based on certain assumptions. The estimated 
impact will be explained later. 
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See page five. The forecast is shown by the business segment. In bearings and others, we plan sales of JPY348.0 
billion and operating income of JPY12.5 billion. Although sales to the automotive industry will decline, we 
expect sales to increase by JPY7.3 billion YoY, factoring in the expansion of the aftermarket business and the 
recovery of some industries in the industrial machinery market. On the other hand, operating income is 
expected to decrease by JPY1.2 billion YoY due to the impact of the strong yen, higher labor costs, a pull-back 
from inventory valuation, and the cost of transferring production facilities associated with the reorganization 
of production in some overseas regions. 

CVJ and axle segment plans net sales of JPY442.0 billion and operating income of JPY11.5 billion. We expect a 
decrease of JPY42.9 billion YoY for automobiles due to the continued difficult market environment. On the 
other hand, although operating income will decrease in scale, it is expected to increase by JPY2.2 billion YoY 
due to the effects of structural reforms, reduction of variable costs through design, procurement, and other 
value chain reforms, and improvement of selling prices. 
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See page six. This is the assumed impact of US trade policy. We estimate the impact on profits to be 
approximately JPY16.0 billion, based on currently known tariff conditions. There is also the risk of an economic 
slowdown due to the impact of trade policies, the resulting appreciation of the yen, and declining sales, but 
it is extremely difficult to anticipate these risks. 

On the other hand, the trend of US trade policy is very fluid, with the US and China agreeing to lower tariffs 
this week, and we have not factored this into our earnings forecast. We will pass on the full cost increase 
caused by these tariffs to selling prices, and we will also begin to review a portion of the supply chain for US 
imports in an effort to minimize the impact on profits. 
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See page seven. The following table shows the sales overview of bearings and others by industry. We expect 
sales of aerospace and rolling stock to continue to be strong, as passenger demand is expected to continue to 
increase over the medium-to-long term. Indicators for construction machinery are soft, and although a full 
recovery is not expected, demand for parts from some of our customers is expected to recover. 

We expect a recovery in gear box this fiscal year, supported by demand for investment in semiconductors and 
electronics and demand for automation in automobile manufacturing in China and other parts of Asia. 
Meanwhile, demand for agricultural machinery will continue bottoming out over the past year. The situation 
is expected to remain difficult. 

In the automobile sector, there are concerns about declining consumer confidence due to economic 
stagnation, in addition to rising vehicle prices in the Americas and Europe. In China, demand is also expected 
to decline due to sluggish sales by Japanese automakers, which are our major customers. For the aftermarket, 
in addition to the completion of inventory adjustments by distributors, we will apply flexible pricing policies 
to products for which we have excess production capacity, thereby expanding sales and improving profits for 
the bearing business as a whole. 

In addition, we are developing new products that are compatible with electrification. In particular, HA-C 
bearings, in which our proprietary special heat treatment technology is applied to deep groove ball bearings, 
have achieved a 15% reduction in outer diameter of bearings, a 30% reduction in width, and a 55% reduction 
in weight, while maintaining the same life as conventional products. 

We have responded to the need for downsizing and weight reduction required in recent automotive drive 
units, such as e-Axle and transmissions to improve fuel consumption and electricity consumption, and we 
have received many inquiries from customers. We will ensure that these new high value-added products lead 
to orders, improve the product mix, and improve profits. 
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See page eight. As mentioned on the previous page, automobile production is expected to decline this fiscal 
year as well as the previous fiscal year, with no full-scale recovery expected. On a regional basis, with the 
exception of Japan, where CVJs switched from domestic automakers to in-house production were all launched 
in the previous fiscal year, results for the Americas, Europe, China, and other regions are expected to be lower 
than the previous fiscal year's results. 

Under these circumstances, in addition to fixed cost reductions due to the effects of structural reforms that 
were brought forward in the previous fiscal year, we will ensure that variable cost reductions are achieved 
through value chain reforms in design, procurement, and other areas. We will also improve our manufacturing 
competitiveness as a manufacturer by executing investments in automation and labor saving, as well as 
improving production efficiency. 

On the other hand, we will promote price increases in unprofitable businesses and the transfer of sharp cost 
increases, including tariffs, to selling prices. In addition, we are developing and bringing to market new 
products that respond to market needs. 

Due to their characteristics, EVs must be quiet, have a low torque loss rate from the motor, and be compact 
and highly responsive. We have announced a high-performance model for EVs, which improved EDJ, the 
world's most compact and highly responsive sliding type CVJ and applies a newly developed grease. Similarly, 
by combining CFJ, the world's highest efficiency fixed type CVJ, we will propose driveshafts optimized for EVs 
to meet a wide variety of customer needs. 
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See page nine. I would like to explain the expansion of the aftermarket business, a key initiative of DRIVE 
NTN100 Final. To expand our aftermarket business, we have set target industries in each region and country 
and are developing optimal distributors and expanding sales channels. 

Last year, we established a new Ho Chi Minh City branch in Vietnam to expand our sales channels in the 
growing Vietnamese market. Sales companies in each region hold technical sessions for distributors' engineers 
and end-user customers to promote our technical support services, and work to expand sales, especially in 
emerging regions such as the Middle East and Africa. 

In the automotive aftermarket, we have developed new distributors in the Americas, where demand is strong, 
and in Europe we have begun external procurement of shock absorbers in addition to CVJs and hub bearings, 
products in which we excel, and this has contributed to sales expansion by adding them to our product lineup. 

To strengthen product supply capabilities, we will reorganize and strengthen domestic production, including 
Wakayama Works, and expand popular products’ inventory for the aftermarket. In addition, last year we 
completed the transfer of small-sized ball bearings to an overseas subcontractor, which we have been working 
on for some time. In April of this year, we have established a dedicated department to oversee and manage 
smooth external procurement and production outsourcing, and to further strengthen our supply capabilities. 
We will work to develop new external procurement and production outsourcing partners. 

Through these efforts, we will steadily expand our aftermarket business and achieve our goal of 40% 
aftermarket ratio by 2035. 
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See page 10. I will explain the progress of structural reforms. Progress in structural reform is the most 
important issue for DRIVE NTN100 Final to complete the revitalization of NTN. As for the cost of structural 
reforms, we still expect to incur an extraordinary loss of JPY35.0 billion over the three-year cumulative period 
from FY2024 to FY2026. 

The plan for FY2024 was JPY15.0 billion, but the actual result was JPY18.9 billion due to the advance of some 
sites and the effect of foreign exchange due to the weaker yen. In FY2025, we expect JPY10.0 billion in Japan, 
the Americas, and China, and will promote structural reforms in line with the market environment. 

As a result of these structural reforms, we expect to reduce fixed costs by approximately JPY5.0 billion in 
FY2025. We will continue to steadily implement structural reforms, reduce fixed assets, and cut fixed costs in 
order to complete the revitalization of NTN. 
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See page 11. I will explain the outlook for shareholder returns. For the current fiscal year, the dividend plan is 
undecided at this time due to the uncertain impact of the US trade policy on our group. This is not a revision 
of the shareholder return policy presented in the DRIVE NTN100 Final, but rather an effort to ensure that 
dividends are stable and sustainable from a medium- to long-term perspective and commensurate with 
operating results, based on trends in trade policy and the impact of such policies. 

That is all from me. 

Nagao: Thank you, President Ukai. Mr. Yamamoto, CFO, will continue the presentation. CFO Yamamoto, 
please. 

Yamamoto: I am Yamamoto, CFO. Here is my explanation. 
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First, please see page 13. Key financial indicators. Since Ukai explained this earlier, I will only explain the key 
points on this page. Operating income for FY2024 was JPY23.0 billion, an increase of JPY1.0 billion from the 
previous announcement. Extraordinary losses increased by JPY4.1 billion compared to the announcement, 
but this was due to the recording of impairment losses at manufacturing sites in Japan ahead of schedule. Due 
to an increase in extraordinary losses and the impact of tax effect accounting, loss attributable to owners of 
parent was JPY23.8 billion, a decrease of JPY7.8 billion from the previous announcement. 
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Next, please see page 14. This is the waterfall graph of operating income increase/decrease analysis between 
FY2023 results and FY2024 results. The leftmost figure is the operating income amount for FY2023, and the 
rightmost figure is the operating income amount for FY2024. The chart below the graph shows the change in 
net sales. Excluding exchange rates and sales prices, volume decrease was JPY50.3 billion YoY. Negative factors 
on the right side are only scale effects, etc. of JPY34.0 billion due to sales and production decrease. 

On the other hand, positive factors on the left side included positive JPY13.2 billion in sales price level, positive 
JPY4.7 billion in decrease in variable cost, positive JPY2.7 billion in decrease in personnel costs, positive JPY2.3 
billion in reduction of expenses, and positive JPY6.0 billion in exchange rates, but they could not cover the 
impact of the decrease in scale, resulting in a JPY5.2 billion decrease YoY. 
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See page 15. Since Ukai explained the key financial indicators for FY2025 on this page earlier, I will skip the 
explanation. Changes in operating income are explained on the next page. 
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See page 16. This is the waterfall graph of operating income increase/decrease analysis between actual results 
for FY2024 and forecast for FY2025. The leftmost figure is the operating income amount for FY2024, and the 
rightmost figure is the operating income amount for FY2025. The table of changes in net sales is shown at the 
bottom of the graph. Excluding exchange rates and sales prices, we expect a decrease of JPY6.3 billion in 
volume compared to the previous year. 

Negative factors on the right side include the scale effects, etc. associated with reduced sales and production 
of negative JPY3.0 billion, while personnel expenses are expected to increase by JPY2.0 billion, including 
approximately JPY6.0 billion from wage increases. In addition, we expect a negative JPY5.6 billion due to the 
impact of exchange rates. 

On the other hand, positive factors on the left side include positive JPY6.7 billion in decrease in variable costs, 
positive JPY4.6 billion in sales price level, and positive JPY0.4 billion in expenses, etc. Although there will be a 
decrease in scale and negative foreign exchange rates, we expect a profit increase of JPY1.0 billion. 
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See page 17. Net sales by company location. First, please see the difference column, two-one for FY2024 vs. 
FY2023, volume excluding exchange rates. Net sales decreased by JPY37.1 billion YoY, but as I explained earlier, 
this includes positive JPY13.2 billion in sales price level, so excluding the sales price, the decrease is JPY50.3 
in terms of volume. 

I would like to report the increase/decrease on a volume basis by region. Japan was down JPY9.3 billion, the 
Americas was down JPY15.4 billion, Europe was down JPY12.8 billion, and Asia and other regions were down 
JPY12.7 billion, of which China was down JPY8.9 billion. 

Likewise, see the difference column, three-two for FY2025 vs. FY2024, volume excluding exchange rates. This 
is a decrease of JPY1.7 billion YoY, but since this includes positive JPY4.6 billion in sales price level, the 
decrease is JPY6.3 billion in terms of volume. I would like to report the increase/decrease on a volume basis 
by region. Japan is up JPY0.9 billion, the Americas is down JPY7.0 billion, Europe is down JPY1.8 billion, and 
Asia and other regions are up JPY1.5 billion, of which China is down JPY0.9 billion. 
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Next, please see page 18. Net sales and operating income by business segment. First, please see the net sales 
difference column in the top row, two-one for FY2024 versus FY2023, volume excluding exchange rates. Net 
sales decreased by JPY37.1 billion YoY, but as I explained earlier, this includes positive JPY13.2 billion in sales 
price level, so excluding the sales price, the decrease is JPY50.3 in terms of volume. The breakdown on a 
volume basis is a JPY 22.4 billion decrease in bearings and others and a JPY27.9 billion decrease in CVJ /Axle. 

Next is operating income in the lower row. Operating income in bearings and others declined by JPY4.0 billion, 
as positive factors such as positive foreign exchange rates, improved sales prices, and fixed cost reductions 
could not offset the impact of the decline in scale. CVJ/Axle also reported a decrease of JPY1.2 billion, as 
positive foreign exchange rates, improved sales prices, and better variable costs were unable to offset the 
impact of increased common costs and a decrease in scale. 

Next, please see the net sales difference column in the top row, three-two for FY2025 vs. FY2024, volume 
excluding exchange rates. This is a decrease of JPY1.7 billion YoY, but as I explained earlier, since this includes 
positive JPY4.6 billion in sales price level, the decrease is JPY6.3 billion in terms of volume. The breakdown is 
a JPY14.9 billion increase in bearings and others and a JPY21.2 billion decrease in CVJ/Axle. 

As for operating income in the lower part of the table, we expect operating income for bearings and others 
to decrease by JPY1.2 billion due to inventory valuation effects, foreign exchange effects, and an increase in 
fixed costs mainly in Japan, although there are factors to increase profits, such as an increase in the scale of 
sales, improvement in sales prices, and better variable costs. CVJ/Axle, on the other hand, are expected to 
increase by JPY2.2 billion in profit, taking into account the reduction of fixed costs due to the reduction of 
variable costs and the effect of structural reforms, despite a decrease in scale and the negative impact of 
exchange rate fluctuations. 
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See page 19. Quarterly trend of net sales, operating income and operating margin by business segment. The 
graph on the left shows the trend of net sales, and the graph on the right shows the trend of operating income 
plan and operating margin. 

I will explain the situation in Q4. For Q4, both bearings and others and CVJ/Axle improved from Q3, with an 
operating margin of 4.7% and operating income of JPY4.2 billion for bearings and others, and an operating 
margin of 3.8% and operating income of JPY4.6 billion for CVJ/Axle, thanks to an improvement in sales price 
level and fixed cost reduction effects. 
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See page 20. The quarterly trend of net sales and operating income by company location. 

Japan is on the left and the Americas on the right. I will explain the situation in Q4. Q4 sales in Japan were 
JPY86.7 billion, down JPY5.3 billion from JPY92.0 billion in Q3. Operating income decreased by JPY1.6 billion 
from Q3 to JPY2.3 billion, due to the significant impact of the decrease in scale, despite the improvement in 
sales price level and reduction of fixed costs. 

Next is the Americas. Sales for Q4 were JPY67.3 billion, an increase of JPY4.5 billion from JPY62.8 billion in Q3, 
with virtually no impact from foreign exchange rates. Operating income increased JPY2.4 billion from Q3 to 
JPY1.5 billion due to the impact of increased scale, improved selling price level, and fixed cost reductions. 
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See page 21. This is also the quarterly trend of net sales and operating income by company location. Europe 
is on the left and Asia and others on the right. 

Q4 sales in Europe were JPY50.6 billion, an increase of JPY6.2 billion from JPY45.0 billion in Q3, excluding the 
negative foreign exchange impact of JPY0.6 billion. Operating income increased JPY2.1 billion from Q3 to 
JPY0.4 billion due to an increase in scale and higher sales price level. 

Asia and others reported Q4 sales of JPY40.4 billion, a decrease of JPY2.4 billion from JPY43.3 billion in Q3, 
excluding a negative JPY0.5 billion impact from foreign exchange rates. Operating income declined JPY0.4 
billion from Q3 to JPY3.5 billion, as improved sales price level and fixed cost reductions were unable to offset 
the impact of the decline in scale. 



 
 

 

Support 
Japan 050.5212.7790      

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
22 

 

 

See page 22. Inventories. Inventories at the end of March 2025 were JPY244.4 billion, a decrease of JPY20.4 
billion from the end of March 2024. Of the decrease, JPY2.7 billion was due to the negative impact of foreign 
exchange rates, and the volume decrease was JPY17.8 billion. 

The turnover ratio was 3.4 times, the same as the latest forecast. At the end of March 2026, inventory balance 
is expected to be JPY222.0 billion, with a turnover ratio of 3.6 times. We will promote a reduction of JPY15.9 
billion in volume excluding foreign exchange. 
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See page 23. Capital expenditures and depreciation. Capital expenditures for FY2024 totaled JPY32.2 billion, 
and depreciation totaled JPY42.4 billion. Capital expenditures of JPY32.2 billion were broken down by region: 
JPY15.1 billion in Japan, JPY3.4 billion in the Americas, JPY9.5 billion in Europe, and JPY4.2 billion in Asia and 
others, of which JPY1.4 billion was in China. Capital expenditures for FY2025 are expected to be JPY31.0 billion, 
and depreciation is expected to be JPY39.0 billion. 
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See page 24. Interest-bearing debt. Interest-bearing debt at the end of March 2025 was JPY354.0 billion, net 
interest-bearing debt was JPY226.3 billion, and the net D/E ratio was 1.0. At the end of March 2026, interest-
bearing debt is expected to be JPY340.0 billion, net interest-bearing debt JPY211.5 billion, and the net D/E 
ratio 1.0. 

 

 

 



 
 

 

Support 
Japan 050.5212.7790      

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
25 

 

 

See page 25. Cash flows. Operating cash flow for FY2024 was JPY45.6 billion and free cash flow was JPY19.7 
billion. Compared to the announced forecast, operating cash flow fell short, but free cash flow was achieved 
by holding down investment cash flow. 

For FY2025, we assume operating cash flow of JPY58.0 billion and free cash flow of JPY20.0 billion. 

That is all from me. 

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

 

Nagao [M]: Now it is time for Q&A. Now, Mr. Sasaki of UBS Securities, please ask your questions. 

Sasaki [Q]: I am Sasaki from UBS Securities. Thank you for everything. Let me ask you three questions. The 
first question is about the actual and planned performance, and I always ask you about the increase or 
decrease, but if you don't mind, please tell us what the increase or decrease was for CVJ and bearings, in 
numbers. If you have the numbers for the plan, please also share them with us. 

If not, I think CFO Yamamoto explained it in his presentation this time, but I would appreciate it if you could 
give me an idea of these ups and downs in this fiscal year's plan. 

Yamamoto [M]: This is Yamamoto. Would it be all right if I first provide you with a profit analysis of CVJ/Axle 
for FY2024, in comparison with FY2023? 

Sasaki [Q]: Yes, that's right. What are the numbers for this increase/decrease decomposition with bearings 
and CVJ/Axle? 

Yamamoto [A]: First of all, as I mentioned earlier, net sales for FY2024, in comparison with FY2023, on a 
volume basis, bearings and others decreased by JPY22.4 billion. Then, CVJ/Axle sales decreased by JPY27.9 
billion, and total sales decreased by JPY50.3 billion. On the other hand, the sales price level. An increase of 
JPY6.3 billion for bearings and others, and an increase of JPY6.9 billion for CVJ/Axle, for a total of JPY13.2 
billion. These are the sales figures. 

Next, the impact of exchange rates. In bearings and others, foreign exchange effects increased profits by 
JPY2.4 billion and in CVJ/Axle, by JPY3.6 billion, for a total of JPY6.0 billion. As for the scale effects, etc., 
inventory reductions were carried out in FY2024, resulting in a negative impact of JPY13.5 billion in bearings 
and others and a negative impact of JPY20.6 billion in CVJ/Axle, for a total negative impact of JPY34.0 billion. 

The total reduction in fixed costs is JPY5.0 billion, of which JPY1.3 billion is for bearings and others and JPY3.7 
billion is for CVJ/Axle. Also, variable costs. For CVJ/Axle, variable costs were positive JPY5.3 billion, while for 
bearings, negative JPY0.6 billion, for a total of JPY4.7 billion. Is that okay for FY2023 vs FY2024? 

Sasaki [Q]: Thank you very much. If you don't mind, could you tell us the same for slide number 16? The plan 
for FY2025. 

Yamamoto [A]: We are still examining the details, so it is difficult for us to give you a detailed figure. First of 
all, as for the sales price level, especially since we have a lot of production in Japan, we accepted quite a lot 
of cost increase from suppliers in H2 of FY2024. Conversely, for FY2025, we are looking at an increase of about 
JPY4.3 billion in bearings and others at the sales price level. We are expecting about JPY0.2 billion in CVJ/Axle, 
since we have made considerable progress in converting sales prices and market conditions for steel and other 
materials have been declining. 

As a result of the exchange rate, we expect a negative impact of JPY2.2 billion on bearings and others and a 
negative impact of JPY3.4 billion on CVJ/Axle. We are still in the process of analyzing the details of the scale, 
etc., so it is difficult to give you more information, but I think that the scale of the bearing and others will 
swing slightly to the negative side due to a considerable decline in the valuation of inventories. CVJ/Axle, on 
the other hand, will see a considerable decrease in the volume of sales, but due to the effect of its improved 
structure, we expect the impact of the decrease in scale to be much less here. 
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Then the fixed costs. We are also still under detailed analysis, but since bearings and others inevitably have 
many domestic manufacturing bases, we expect that fixed costs will be negatively affected by the increase in 
domestic labor costs. It will swing slightly to the decrease in profits. CVJ/Axle were well ahead in structural 
reforms, etc., and we expect to be able to reduce fixed costs as a result of these reforms. 

I will provide more details on the scale and other details during individual interviews, but such factors have 
led to a situation where CVJ/Axle's profits are inverted. Mr. Sasaki, is that okay? 

Sasaki [Q]: I'm sorry. Could you also tell me a little bit about various costs, even qualitatively? 

Yamamoto [A]: We are considering reducing various costs for both this fiscal year. 

Sasaki [M]: I understand very well. Thank you very much. 

Yamamoto [M]: Thanks. 

Sasaki [Q]: The second question. This is just the second year of the medium-term management plan. While 
there are positive indications that structural reforms are progressing well ahead of schedule, I believe that 
the external environment is also becoming more challenging than expected. 

President Ukai, you are now in the second year of the medium-term management plan, and I would like to 
ask you to look back on the plan compared to when the medium-term management plan was formulated last 
year. Are there any areas where things are going better than planned? And conversely, if there are any areas 
of delay that you did not anticipate at the time, could you please tell us about them, including internal factors 
and the external environment? 

Ukai [A]: Ukai will answer. First of all, in Europe and China, structural reforms have been implemented as part 
of this medium-term management plan, and they are proceeding almost as planned, with some 
advancements. 

In the case of Japan and the US, the structural reforms are not simply closing a single factory or transferring 
the products from that factory to another factory, but rather transferring the production of a factory in the 
US to Japan, and then in Japan, the products that were originally made at that factory have been transferred 
to a Taiwanese company, as was mentioned earlier in the report. Ball bearings with bore diameters of 20 or 
less have been fully transferred to a company with which we have had a technical tie-up for 40 years. 

Therefore, there were factories that were changing their production style, and we were proceeding with a 
reorganization that would create a very chain reaction of relocating products that had been made in the US 
to such places and then using those locations for production in the US again. 

In the midst of all this, Trump's tariffs have emerged. It is unclear where the tariffs will ultimately end up. This 
and other factors are having a slight impact on the final decision on whether it is better to continue local 
production in the US or to transfer production as planned and continue with the scheme of supplying products 
from Japan to the US, for example. 

This is something that needs to be carefully monitored, but even before the Trump tariffs, I have been in my 
current position since 2021, and at that time there was a pandemic caused by COVID-19, which caused a very 
large supply shortage. We believe that market movements are always about buying good products at a good 
price, and being able to buy at a low price is what the market is looking for. In contrast, from the perspective 
of BCP, we are concerned about whether or not we can provide a stable supply of products. At that time, the 
pandemic threatened the stable supply. 
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There is also the issue of exchange rates, and then there are issues of interstate disputes, and natural disasters. 
And, as for the tariffs, one of the factors that threaten the BCP is tariffs. But even excluding those tariffs, there 
have been various BCP-threatening issues since that time, so in response to those issues, we have been 
working on a various-lined supply chain, rather than the traditional one fixed line of supply. We have been 
working to achieve this. 

For example, we have been developing suppliers of products. We used to buy from China and send to 
somewhere overseas, but now we can buy in China as well as India. We have been working on a various-lined 
supply chain. As I explained earlier, we will pass on the tariff issue to our customers in our prices, but at the 
same time, we will diversify our procurement routes to our customers. 

One of the things we need to do is to provide customers with options that will satisfy them, and we would 
like to respond to this issue while making sure that we do so. In addition, this tariff will affect a very large 
number of suppliers or all parts of the supply chain this time. The final product, for example, if it is an 
automobile manufacturer, will come from a very large number of companies, not just one, so it will probably 
take some time to examine that evidence and various other things. 

Naturally, we are trying to start negotiations right away and have already sent out the documents, etc., but 
in reality, many suppliers are making demands to the final manufacturer, and it is likely that it will take some 
time to settle the matter. Then there is the possibility of a time lag in collection. As for conventional price 
increase activities, it will be a very difficult read to see how far we can go in our composition to obtain a large 
price increase at the end of March. We will need to take all of these factors into consideration and respond 
to the situation in a firm and solemn manner. 

I am not sure if this answers your question, but is this okay? 

Sasaki [Q]: Thank you very much. I believe that structural reforms are well ahead of schedule. I think you are 
right about the changes in the external environment, tariffs in particular, but if there is anything else you can 
tell us about the response to the measures in the medium-term management plan, could you tell us 
additionally? 

Ukai [A]: As Yamamoto mentioned earlier in his report, we have actually seen effects in the fixed cost area, 
so we will estimate how much this will be in the next fiscal year. Then, in practice, this will also shift from term 
to term, so it does not mean that the entire amount can be recovered in three years, but we would like to 
make sure that we can reap the benefits of this. 

As I mentioned earlier, however, changes in the external environment are occurring along the way, so we 
need to consider how far we can go beyond or close to the plan while we are running. 

Sasaki [Q]: Thank you very much. Finally, briefly, the third question. This is where it looked like an 
improvement, but the inventory is shown at the back of the slide. Up until now, you have had problems with 
inventory piling up, but this time, you have been able to reduce your inventory considerably in line with your 
plan. Traditionally, I think this inventory control management has been the matter. Does this really mean that 
inventory management has improved? If there is any background to this, could you please explain in more 
detail? 

Also, on page nine, there has been quite a bit of steady growth in the aftermarket business as well. The 
initiatives are as you mentioned, but please tell us again what is behind the significant increase in sales of the 
aftermarket business, especially this fiscal year. 

Ukai [A]: In response to your current question, Ukai would like to answer. First of all, we are making strong 
progress in reducing total inventories. The basis for this is the production reform that has been underway for 
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more than three years now. First of all, we focused on how to reduce work-in-progress that is stuck in the 
supply chain, including between production processes at factories, during transportation, on ships, and at 
overseas factories. These activities, which originally started in factories, are now gradually linking up with 
global activities. 

On the one hand, there is the issue of controlling and reducing inventory overall. However, in the aftermarket, 
as Mr. Sasaki mentioned earlier in second question, it is very important to eliminate sales losses by increasing 
the capacity for immediate delivery of necessary finished products. 

In order to expand the aftermarket, we will expand the immediate delivery system, and we will also firmly 
establish a system in our supply chain, including distributors, to provide technical services to end-users on a 
daily basis. We have been promoting this for a long time, and the gears are gradually coming together in this 
area. Therefore, we are reducing inventories in total but are also promoting controls such as holding large 
inventories of finished goods that are considered necessary. 

In particular, the market for industrial machinery has been sluggish for the past three years, and we are now 
preparing for the next upturn by making full use of the surplus production facilities and capacity that have 
been left over. That is all. 

Sasaki [Q]: From what President Ukai said, it seems that things have really changed quite a bit here. 

Ukai [A]: Yes. 

Sasaki [M]: This was very helpful. Thank you very much. 

Ukai [M]: Thank you. 

Nagao [M]: Thank you very much, Mr. Sasaki. Next, Mr. Ito of Mizuho Securities, please ask your questions. 

Ito [M]: I am Ito from Mizuho Securities. Thank you. 

Ukai [M]: Thank you very much. 

Ito [Q]: My first question is about the US tariff impact, and I would like to ask for a supplemental explanation. 
Thank you for making this assumption based on the known conditions. In the supply chain, what products 
could have a greater impact? And then there is the impact of inventory, and actually, in terms of the amount, 
if it costs, will it cost additional money in the next year? At this point, there are many possible scenarios, such 
as whether the impact would be for a full year or only for six months. Please tell me how you arrived at this 
premise. 

Ukai [A]: Thank you very much. Ukai would like to answer. First of all, CVJ/Axle and bearings have slightly 
different structures. In the US, CVJ/Axle are manufactured at a local factory using local procurement. For 
example, in some cases we are buying materials from US steel manufacturers, and in other cases we are 
buying from outside the US. Naturally, we have sought to diversify our supply chain to make our cost structure 
more competitive, which impacts our final costs. So, in that context, regarding steel materials currently 
purchased from overseas, the question arises as to whether or not to immediately switch to sourcing steel 
domestically in the US. 

For example, to take one example, what is actually happening now is that steel manufacturers in the US are 
increasing their prices due to rising demand, and considering this price increase, there are cases where the 
current supply chain is more competitive even if we need to pay tariffs. 
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In addition, while there is a movement among companies to strengthen production in the US, even before 
Trump, it was difficult to secure labor for our American factories. This is because labor costs have risen very 
steeply over the past two years. This makes fixed costs structurally very high. In the midst of this, in a sense, 
they are also regulating immigration from overseas, so we are now facing the issue of whether we can secure 
the labor force that is truly needed in the U.S. in a way that does not reduce our competitiveness, and whether 
we can conduct operations separate from the procurement of steel and other materials in a reasonable 
manner. This will depend on the tariffs, but we need to make a decision on how we will manage our current 
supply chain, while keeping an eye on the situation. 

I know this is not a straight answer, but we are in a very chaotic situation right now, with various facts and 
realities changing on a daily basis, and we are being forced to respond in that sense. Sorry for being a bit 
qualitative. 

Ito [Q]: Okay. Thank you very much. I also have one more question regarding the progress of structural 
reforms. You are moving ahead of schedule this time. Also, we were told of the estimated JPY10.0 billion to 
be spent in the current fiscal year. 

I understand that this is ahead of schedule this fiscal year, but is there a possibility that it could go even further 
and exceed the three-year cumulative total of JPY35.0 billion? The external environment is also changing, and 
in particular, when it comes to automobile sales destination, there is a possibility that the forecast for the 
number of units will be further reduced. Are you now considering your next plans and ideas in the event that 
this happens? Please tell us about that. 

Yamamoto [A]: This is Yamamoto. As you can see on the slide, as Ukai explained earlier, the fact that we are 
moving forward means that what was originally planned for the second year is now pretty much in the first 
year. Therefore, as for JPY35.0 billion for the three-year period, we are not currently considering increasing 
this quota for the three-year period. 

The original plan was to spend over JPY20.0 billion in the second year, but since we brought in JPY18.9 billion 
in the first year, the second year is now JPY10.0 billion. I hope this answers your question. 

Ito [M]: Okay. Thank you very much. That's all from me. 

Yamamoto [M]: Thank you very much. 

Nagao [M]: Thank you very much for your question, Mr. Ito. Does anyone have any other questions? Now, 
Ms. Wang of Nomura Securities, please ask your questions. 

Wang [M]: Thank you for your help. I am Wang of Nomura Securities. Thank you for your explanation today. 

Ukai [M]: Thank you very much. 

Wang [Q]: First of all, regarding the tariff impact mentioned earlier, what are your assumptions regarding the 
impact of the bearing and other estimates? 

Yamamoto [M]: Do you mean the assumption of JPY16.0 billion? 

Wang [Q]: Yes, that's right. Could you tell us what you expect the costs to be and what assumptions you are 
making about the tax rate? 

Yamamoto [A]: First of all, the assumption of JPY16.0 billion is that 10% reciprocal tariff is applied now. On 
the other hand, the country-by-country tariffs, the additional part, I think this is now frozen for 90 days. If this 
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rate is raised from July to the rate announced in April as scheduled, the impact will be JPY16.0 billion, and this 
is based on purchases. Does this answer your question? 

Wang [Q]: Thank you very much. I think the direction is to pass on the price to the consumer, but if we think 
of it by segment, I believe that the aftermarket part can be raised by price list or something like that, but is it 
correct to think that it is relatively easy to reflect that? 

Ukai [A]: This is Ukai. I am not sure if it is easy or not, but as Ms. Wang mentioned, the aftermarket business 
is conducted by issuing a price list and getting it approved, so in a sense, it is more a matter of moving with 
the market conditions rather than negotiating. 

On the other hand, with OEM customers, it is still all negotiation, so we have to submit evidence and get 
verification with that evidence, which may or may not be accepted. Or like how much percentage to have in 
negotiations, I think it will take many forms in the end, but our stance is to pass on 100% of the cost to the 
selling price. 

Wang [Q]: Thank you very much. The second question. I think your results for the period that ended showed 
a significant upward swing in the sales price level compared to the plan, but what were the areas where you 
were able to recover more than expected? 

Ukai [M]: I'm sorry, it was a little difficult to hear what you meant when you said it was an upward swing. 

Wang [Q]: I'm sorry. This is about the sales price level portion of the operating increase and decrease. 

Ukai [A]: As for the sales price, for the past several years, we have been working to provide evidence of the 
sales prices of materials, labor costs, and other items such as electric gas, but at the same time, we have not 
been able to negotiate prices for unprofitable products, which we have been in business for many years. As a 
result, some of these projects have become unprofitable, so we have continued to work on these areas with 
considerable effort, and we are still in the process of making progress. 

Yamamoto [M]: What you just said, Ms. Wang, is that you are asking if there has been an upward swing 
compared to the original forecast, is that correct? 

Wang [Q]: Yes. I think that your results are exceeding your previous plans. 

Yamamoto [A]: I see. When we announced the forecast, at the end of the fiscal year, there were some 
customers for whom we were not sure whether we would be able to get the deal or not, so we did not include 
them in the figures we published. 

For example, we were able to negotiate a price increase for a product whose volume had dropped 
considerably in Europe, and we were also able to get what we thought we could get in Japan in the area of 
labor costs. Since that came in in March, the price increase for the full year has been raised from the IR figure. 

Wang [M]: Thank you. That's all from me. 

Ukai [M]: Thank you very much. 

Nagao [M]: Thank you very much, Ms. Wang, for your question. Does anyone have any other questions? Mr. 
Sasaki of UBS Securities, again, please ask your questions. 

Sasaki [Q]: I am Sasaki from UBS Securities. Please tell me one additional thing. It is about dividends and 
shareholder returns. You have now announced your dividend forecast as undecided. I understand that you 
were unable to issue a dividend forecast due to the extreme uncertainty. On the other hand, looking at the 
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cash flow assumptions in your plan, you are projecting free cash flow of JPY20.0 billion for the current fiscal 
year. So, in this sense, I think you didn't have to make the dividend forecast undecided. If you are able to talk 
about it, could you tell us a little more about the discussions that led to this undecided dividend forecast? 

Yamamoto [A]: This is Yamamoto. As Mr. Sasaki just mentioned, to be honest, there was a great deal of 
discussion among the executive officers about this issue. First of all, the earnings forecast should normally be 
issued for H1 and H2. As I mentioned earlier, the price increase may be shifted from H1 to H2, and from H2 to 
the next fiscal year. While we can think of these things, currently we have a single earnings forecast, and yet 
it doesn't include the impact of tariffs. 

And since we also inevitably issue dividend forecasts in the form of interim and year-end dividends, the final 
conclusion was that the dividend forecast should be undecided now. Of course, this does not mean that we 
will change the policy itself as stated in the dividend policy, but as I mentioned earlier, the current situation 
is that we have withheld the amount due to considerable uncertainty. I hope this answers your question. 

Sasaki [M]: Thank you very much. 

Yamamoto [M]: Thank you very much. 

Nagao [M]: Thank you very much for your question, Mr. Sasaki. If anyone has any other new questions, please 
let us know. 

Since there are no questions, we have a little more time before the scheduled time, but this concludes the IR 
briefing of NTN Corporation. Thank you very much for your participation today. 

Ukai [M]: Thank you very much. 

Yamamoto [M]: Thank you very much.  

[END] 

______________ 
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