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This is a summary of the three key takeaways.  

 

First, our H1 FY2018 results. Unfortunately, we fell short of plan. Factors such as US-China 

trade friction, a slowdown in the semiconductor industry and the depreciation of emerging 

market currencies meant that the downturn in the operating environment we saw from Q2 

onward was worse than we had expected. As a result, topline growth was not as strong as 

we had projected.  

 

Despite this, we were able to hit new record highs in both sales and gross profits. Continued 

growth at IAB and HCB supported overall topline growth.  

 

With regard to investments for future growth, including investments in R&D, hiring of sales 

engineers and marketing investments, we executed as planned. As a consequence, H1 

profits declined Y/Y. 

 

Second, our full-year forecasts. We expect continued uncertainty in the operating 

environment and as such, revise down our full-year forecasts. That said, the longer-term 

underlying fundamental trends in social needs, such as demand for more sophisticated 

manufacturing facilities, or automation capable of responding to ever-higher quality 

requirements, remain unchanged in our view. Therefore, we will continue to invest 

selectively for future growth. 

 

We expect IAB and HCB sales to continue to grow, as a result of the investments in new 

product development and frontline resources, which have further enhanced our 

relationships with our customers. HCB should also benefit from investments to date to 

expand the online channel. 

 

The third is our initiatives for further growth. We have new initiatives to drive further 

growth in IAB, the business which is of the most interest to everyone here today. I will 

discuss these initiatives in greater detail later but we have launched a new business model 

for IAB, i-BELT. Progress to date has been good. We will continue to focus on achieving 

sustainable growth by continuously enhancing the growth cycle. 
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H1 sales were ¥416.2 billion, gross profit ¥173.8 billion, operating 

income ¥36.6 billion and net income attributable to shareholders 

¥26.4 billion.  

 

Although we reported a Y/Y decline in operating income despite 

topline growth, we hit new record highs for sales and gross profits.  

 

The GP margin improved by 0.3%-points to rise to 41.8%. Despite a 

deteriorating operating environment, OMRON continues to steadily 

improve its ability to generate profits. 
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This waterfall chart shows the changes in key elements contributing to 

the Y/Y change in GP margin. The 41.5% on the left is the GP margin 

for H1 FY 2017; the 41.8% on the right is the H1 FY2018 GP margin.  

 

The torrential rains which struck Western Japan in July damaged the 

facilities of a partner’s plant. As a result, there were one-off factors, 

such as a drop in Environmental Solutions sales and some provisioning 

of reserves against inventory.  

 

This was offset by internal improvements such as a 1%-point 

improvement in the added value ratio, contributing to the GP margin 

of 41.8%.  

 

The improved added value ratio was due to increased sales of high 

value added products in IAB and HCB, as well as progress in 

restructuring the backlight business.  

 

In addition, the company as a whole moved to raise selling prices and 

made further progress in reducing and eliminating unprofitable 

products.  
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The next slide is a waterfall chart showing the changes in key 

elements contributing to the Y/Y change in operating income. The 

¥43.5 billion on the left is the operating income for H1 FY 2017; the 

¥36.6 billion on the right is the H1 FY2018 operating income.  

 

IAB and HCB drove significant increases in added value but as a result 

of continuing to proactively execute on investments for future growth, 

SG&A and R&D expenses increased, leading to the Y/Y decline in 

profits. The breakdown of the increased SG&A and R&D spending was 

approximately 60% for IAB, approximately 20% for HCB and 

approximately 10% for HQ expenses, such as core technology 

development and IT systems improvements. Within IAB, the increased 

spending was the result of building new Automation Centers, which 

are the core contact points for our customers, as well as hiring more 

sales engineers.  

 

The increase in fixed manufacturing costs reflects efforts to expand 

manufacturing capacity for IAB, and, at EMC, the transfer of 

manufacturing facilities to optimize and consolidate the manufacturing 

footprint. 
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We show the sales breakdown by segment on this slide. 

 

There are 2 key takeaways from this slide.  

 

The first is the sales growth we achieved in IAB and HCB. In IAB, we 

concentrated on the four focus domains. We were able to achieve 

well-balanced sales growth on a global basis. I will discuss the regional 

sales breakdown for IAB on the next slide. In HCB, we reported strong 

growth of more than 8%, primarily driven by solid performances in 

Europe and Greater China. SSB also posted positive sales growth. 

 

The second takeaway is the sales decline in the Other segment, where 

we continue our restructuring efforts at the Backlight business. 

Additionally, damage to our partner’s manufacturing facilities impacted 

sales for the Environmental Solutions business. This is the backdrop to 

the ¥6.5 billion Y/Y decline. 
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I will talk about the IAB business in more detail. 

 

This chart shows the sales growth for IAB broken out into geographic 

areas. OMRON has been executing on the innovative-automation 

strategy on a global basis. As you can see, the resulting sales growth 

is well-balanced across the regions.  

 

The only region reporting declines was SE Asia/Other, which includes 

South Korea. I would like to provide more color on the situation. If we 

exclude South Korea, SE Asia sales remained strong, growing 11% YoY. 

However, sales in South Korea dropped off dramatically. Sales to 

manufacturing facilities related to the digital industries of 

semiconductors, smartphones and flat panel displays fell substantially. 

As a result, this dragged down SE Asia/Other sales by 17% Y/Y. 

 

However, the weakness in South Korea was offset by strength in Japan, 

the Americas, Europe and Greater China, resulting in 4% Y/Y growth 

for IAB as a whole. 
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Next is the segment breakdown for operating income. Please turn to 

slide 9. 

 

We positioned FY2018 as a year of proactively investing for future 

growth in IAB. As such, we have been investing in R&D, marketing 

and increasing sales engineering resources. Therefore, operating 

income for IAB was down primarily on increased SG&A and R&D 

expenses. 

 

For EMC, in addition to the impact of lower sales, increased costs 

related to measures to optimize the manufacturing footprint depressed 

profits Y/Y. 

 

In contrast, HCB continued to report profit growth, reflecting the 

impact of previous initiatives on selling prices and measures to 

enhance productivity.     

 

This covers our H1 FY2018 results. I will now turn to a discussion of 

our full-year forecasts. Please turn to slide 11. 
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I will begin with a discussion of our view of the operating environment.  

 

We expect the uncertain business environment to continue in H2, on the 

back of US-China trade friction, the slowdown in semiconductors and 

weaker emerging market currencies.  

 

In IAB, we expect to see weakness in the Digital industries, particularly in 

investments for semiconductors and smartphones. There has been some 

suggestion that semiconductors might recover in Q4 but we prefer to take a 

cautious view. In contrast, we expect the Auto, Food & Beverage and Social 

Infrastructure industries to remain solid.  

 

While HCB is likely to be impacted by weaker emerging market currencies 

and lackluster consumer spending in China, we expect global sales to 

remain firm, supported primarily by strength in the online channel and the 

emerging markets.  

 

Notwithstanding, while the operating environment is likely to remain 

uncertain in the near term, we believe the longer-term fundamental 

societal trends supporting investments in factory automation and continued 

advances in healthcare remain unchanged, and will be supportive for IAB 

and HCB respectively. We remain focused on initiatives to support longer-

term growth. 
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On slide 12, we show our targets for FY2018.  

 

On the back of a deteriorating operating environment, we have revised 

down our forecasts. Similar to our results in H1, we expect sales and 

gross profits to be up Y/Y. However, we will continue to invest, albeit 

more selectively; as such, we expect operating income to decline Y/Y.  

 

We project net sales of ¥880 billion, gross profit of ¥367.5 billion, 

operating income of ¥83 billion and net income of ¥58.5 billion. We 

expect the GP margin to be 41.8%, up 0.2%-points.  
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This is the waterfall chart for changes in key elements contributing to 

operating income from our initial FY2018 plan to our new FY2018 

forecasts, using the same structure we applied previously to analyzing 

operating income changes in H1 FY2018. 

 

We have revised down our operating profit forecast, factoring in the 

impact of weaker emerging market currencies and a lower level of 

sales. We estimate the negative forex impact from USD and EUR to be 

only ¥0.2 billion but the impact of weaker emerging market currencies 

to have a negative impact of ¥5.3 billion. This brings the total forex 

impact to negative ¥5.5 billion. 

 

As a result of lower sales, we expect added value to decline by ¥7.4 

billion but this will be mitigated by ¥3.1 billion in tighter expense 

controls.  
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This is the waterfall chart for changes in key elements contributing to 

operating income from FY2017 to our FY2018 forecasts, also using the 

same structure as applied previously. 

 

Operating income in FY2017 was ¥86.3 billion.  

We have factored in a forex impact of negative ¥5 billion.  

We project the increase in added value on the back of higher sales in 

IAB and HCB to be ¥20.9 billion.  

However, we intend to continue to invest for future growth which will 

lead to increases in SG&A and R&D expenses.  

As such, we forecast operating income for FY2018 of ¥83 billion.  

 

We will continue to invest for longer-term growth, but on a more 

selective basis.  
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We show here the breakdown of our sales forecast by segment. We have 

also revised our segment forecasts.  

 

Relative to our previous plan, we now expect IAB sales to decline by 4%. 

This is due to a negative forex impact of ¥6 billion. In addition, by region, 

we have factored in weakness in the Digital industry for Greater China and 

South Korea, relative to our initial plan. We have largely maintained our IAB 

forecasts for Japan, the America and SE Asia.  

 

While IAB sales will decline relative to the initial plan, we expect growth of 

4% on a Y/Y basis. By region, with the exception of South Korea which 

should remain weaker because of the downturn in digital investments, we 

expect IAB sales in all regions to improve Y/Y.  

 

We also expect HCB sales to rise Y/Y. We expect to hit new record highs for 

both IAB and HCB.  

 

Next, for the Other segment, we expect sales to decline on the 

restructuring of the backlight business. In addition, as a part of 

restructuring initiatives, the UPS business included heretofore in the Other 

segment has been transferred to SSB. We believe integrating the UPS 

business into SSB will allow us to capture the significant opportunity related 

to IoT and aim to grow this business further.  
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This is the breakdown of our operating income forecast by segment.  

 

We now forecast operating income for IAB to be ¥72 billion, EMC 

¥11.5 billion, and HCB ¥13 billion.  
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With regard to our dividend guidance, in line with the revised forecast, 

we revise our full-year dividend guidance to ¥84 per share.  

 

This represents a ¥8 decline from our initial forecast of ¥92 per share.  

 

Relative to FY2017, when we paid a full-year dividend of ¥76 per 

share, this represents an increase of ¥8. The interim dividend has 

been fixed at ¥42.  

 

This is a record high level for our interim dividend; the full-year ¥84 

dividend per share will also be a new record high for OMRON.  

 

We continue manage our business to ensure we can consistently pay a 

stable dividend.  

 

We continue to repurchase shares under the ¥20 billion share buyback 

program announced in July. As of the end of September, we have 

bought ¥9.5 billion in shares.  

 

I will now discuss new initiatives for further growth.  
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I will highlight 3 initiatives for IAB.  

 

The first is the creation of revolutionary applications.  

 

The second is the increase of Automation Centers and the adding of 

new sales engineers.  

 

The third is the launch of the new i-BELT business model.  

 

To date, we have been proactively investing to support these initiatives. 

We are now starting to gain traction and seeing results.  

 

I will start with the creation of revolutionary applications.  
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As you know, OMRON is strategically concentrating on the four focus 

domains of Auto, Digital, Food & Beverage, and Social Infrastructure.  

 

In the Auto industry, we are seeing significant, active investments in 

EVs and ADAS. In the Digital industries, there is increasing demand for 

more sophisticated manufacturing on the back of technological 

progress in semiconductors and OLED.  

In the Food & Beverage and Pharmaceutical industries, we are seeing 

strong investments to achieve ever higher levels of safety and peace 

of mind.  

 

OMRON has already launched multiple solutions in these hot areas, 

which we refer to as revolutionary applications. Such revolutionary 

applications include solutions for manufacturing challenges that our 

customers believed to be unsolvable to date; we are revolutionizing 

the level of productivity and product quality that is possible for our 

customers. 

 Our solution packages are a combination of hardware and software. 

We show a few examples in the presentation slides. 
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We have already created 20 application packages.  

 

I will talk about 2 specific examples: a solution for automating sensory 

inspections and a traceability system. 
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Starting first with the automated sensory inspection solution.  

 

As a result of increasingly demanding requirements for higher performance 

levels or improved quality levels in compact electronic components, production 

processes for electronic components and lenses has made inspections for 

super fine defects essential. Until now, it had been considered virtually 

impossible to automate inspections for such super fine defects; all inspections 

were done visually by human beings. Because the defects are so small, it had 

been challenging for inspectors to visually detect such defects without 

changing the angle of light or using magnification; the inspection process was 

very physically demanding. This process has long been an area that 

customers have strongly wanted to automate; in very large facilities, 

customers still have hundreds or thousands of people involved in the 

inspection process.  

 

OMRON has been able to fully automate the visual inspection process. Why is 

OMRON able to achieve this? It became possible through the acquisition last 

year of dedicated FA camera maker Sentech. Sentech has vision sensor 

technology that is superior to human vision. We were able to combine this 

with OMRON’s proprietary sensing technology, a software that captures 

human observation behavior and decision-making process in an algorithm, 

and lighting technologies to create a single application package for our 

customers. I cannot provide you with specifics, but I can tell you that for one 

of our electronic components’ customers, we are now poised to reduce the 

number of workers in the inspection process in one of their facilities from 400 

to zero through full automation. We will be looking to apply this solution to 

other customers as well. 
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I will talk about the traceability system next.  

 

As a result of more rigorous laws and changing consumer awareness, food 

and pharmaceutical manufacturers are increasingly seeking solutions to 

provide better product safety and peace of mind to consumers, as well as 

raising product quality levels.  

 

In response, traceability has moved from lot traceability to individual 

product traceability. In some cases, manufacturers are now working toward 

achieving full traceability and information management for individual 

components. However, in order to achieve traceability down to the level of 

individual products or components, the identifying barcodes must be 

miniaturized. Reading super small barcodes has been a major challenge for 

manufacturers. Additionally, the high cost of implementing a traceability 

system had also been a major barrier to adoption.  

 

However, last year, OMRON acquired the industry top class player in code 

readers, Microscan, and has been able to develop the technology for 

reading barcodes as small as 1mm². In addition, we have also developed a 

programmable logic controller that is able to aggregate and analyze the 

massive volume of data generated by the proliferation of code readers. 

Creating a solution in the form of an application has made it much easier 

for our customers to adopt traceability systems. With this new super 

miniaturized system, we envision a future where individual MLCCs would 

each incorporate manufacturing data. We are focusing on growing sales of 

this system.  
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In order to develop such revolutionary applications, OMRON has been 

developing and launching multiple high spec products that are industry 

firsts or fastest-in-class. On slide 24, we show some examples of such 

new products. 

 

Of the products shown here, I highlight in particular the AI controller 

launched in October, which is the world’s first to integrate control and 

data to predict potential production facility issues or product defects. 

By using this controller, we believe we can contribute to helping our 

customers achieve production lines that do not stop and eliminate 

defective products. This AI controller has already been installed in 

several production lines of a number of leading companies. OMRON is 

taking the lead in terms of accumulating expertise in the use of AI in 

actual manufacturing processes.  
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The second initiative I would like to discuss is the increase in 

Automation Centers and further hiring of sales engineers.  
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As I touched upon earlier, in order to provide our revolutionary 

applications to our customers, we are expanding our network of 

Automation Centers and adding sales engineers. The key point for 

these revolutionary applications is that we are collaborating and jointly 

investing with our customers through open innovation. The venue for 

our collaborations with our customers is our Automation Centers. 

 

In FY2016, we had 8 Automation Centers but we aim to have 35 

around the globe by the end of FY2018. As of the end of H1, we had 

already established 30. Through this we will accelerate our efforts to 

pursue open innovation alongside our customers to create value. 

 

In addition, we are increasing the number of sales engineers. We are 

hiring individuals with extensive hands-on experience in manufacturing 

processes, a deep understanding of our customers’ needs and the 

ability to develop solutions. We aim to increase the number of sales 

engineers on staff by 20% from FY2016. By achieving this goal, we 

will have more than 1,000 sales engineers working with our customers 

globally on daily basis to resolve their challenges. We aim to develop a 

robust foundation that will allow us to contribute to providing solutions 

to the issues our customers face. This will drive continued growth for 

the IAB business.  

 



27 

The third initiative is the launch of the i-BELT business model.  

Please turn to slide 28. 
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We are seeing significant changes on shop floors on a daily basis. In 

particular, the shortage of human resources with technological 

expertise is creating a major challenge: ensuring that accumulated 

technical expertise is passed along within an organization. There are 

high expectations that AI, IoT and Robotics will provide the solutions 

to this challenge, but so far none of our customers has been able to 

fully leverage these technologies effectively.  

 

OMRON is focused on solutions that cover up an altitude of 11m from 

the shop floor, an area of strength. We are now launching a business 

model in which we seek to work with our customers to devise 

solutions to issues specific to the actual manufacturing process, which 

we call the i-BELT business model. 

 

First, the i-BELT service leverages IoT in order to capture data about 

the production facilities and products from all input devices. Using 

proprietary OMRON technology, we then analyze the data to visualize 

potential production issues. Using the results of the analysis, the AI 

controller then provides optimized feedback to the output devices to 

ensure there are no line stoppages or production defects. This is the 

service we are proposing to customers.  
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OMRON worked with leading companies in the key industries to assess 

this model.  

 

Based on these assessments, we launched the first service, which 

predicts abnormalities in the manufacturing process, in July.  

 

In October, the second service, a visualization and analytics service, 

was rolled out.  
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The i-BELT service is a business model predicated on continued direct 

collaboration, which allows both OMRON and our customers to evolve over 

time.  

 

We start from a diagnosis of the manufacturing challenges of our customers. 

We then implement revolutionary applications to address the issues. By 

following through with maintenance work, OMRON is able to identify new, 

emerging challenges for our customers which we then seek to resolve. 

Through this process, we charge a fee for the visualization of issues and 

analysis.  

 

By creating an iterative cycle to address our customers’ issues on an 

ongoing basis, we can continuously evolve our solutions as well. This cycle 

of constant evolution is the core concept of the i-BELT model.  

 

The i-BELT model allows OMRON to develop a deep knowledge of our 

customers’ issues and accumulate significant expertise. We aim to package 

the new revolutionary applications we develop as a result of i-BELT into 

solutions that can then be sold to other customers. We believe it will also 

contribute to improved sales of our broad product lineup of ILOR+S. We 

have already received orders for the i-BELT model from more than 10 

companies, all leading companies in their respective industries. 

 

We hope you will hold high expectations for the new i-BELT business model 

going forward.  
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This completes my presentation but I would like to take this opportunity to 

highlight OMRON’s growth cycle strategy.  

 

We aim to improve our ability to generate profits. The resulting increase in 

profits will fund our growth investments. These investments, in turn, drive 

further sales growth. Our aim is to rigorously adhere to this cycle and to do so 

at speed. The three key areas for investment are: IAB, HCB, and enhancing 

our technological expertise in Sensing & Control + Think.  

 

As covered in my presentation today, we expect the H2 operating 

environment will continue to be challenging for OMRON. As such, we have 

factored in a number of potential risks, and have chosen to revise down our 

full-year forecasts. That said, we continue to make solid progress in enhancing 

the competitiveness of IAB and HCB; we continue to enjoy sales growth.  

 

We believe we are on the right track with the strategies we are currently 

implementing. I believe our ability to drive the growth cycle is steadily 

improving.  

 

If we look to the markets, growth prospects for social needs over the longer-

term remain unchanged. We will continue to focus on enhancing the growth 

cycle in order to achieve the targets set out in VG2.0, our medium-term 

business plan, and achieve sustainable growth.  

 

I humbly ask for the continued support of our shareholders and investors.  

This completes my remarks. Thank you.  
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