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There are three key points to today’s presentation. 

 

First, the Q3 year-to-date results. On a Y/Y basis, sales increased while 

profit declined, largely in line with our internal plan. On a monthly basis, 

we saw firm trends in October and November. However, in December, 

earnings for IAB and EMC deteriorated.  

 

Next, our full-year forecasts. We expect the challenging operating 

environment for IAB and EMC in December to continue. This is 

reflected in the downward revision to our full-year forecasts. Amidst 

the tough environment, we will be even more disciplined in managing 

expenses, while selectively making necessary investments. Additionally, 

while we have revised down our full-year forecasts, we maintain our 

year-end dividend guidance at ¥42 per share, for a full-year dividend 

unchanged at ¥84 per share.  

 

Finally, I will discuss our plans as we look forward. From the standpoint 

of CFO, I will talk about our ongoing structural reforms as well as 

initiatives for our core businesses, IAB and HCB. 
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Starting with the year-to-date Q3 results.  

 

As you can see, both sales and gross profits for the first nine months of 

the fiscal year were up Y/Y.   

 

Partially as a result of Y/Y increases in investments, operating income 

declined. That said, we were more selective about our investments and 

disciplined about controlling expenses during Q3; as a consequence, 

operating income came in ahead of our internal plan.  
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This is the segment breakdown for net sales. 

 

IAB sales for the first nine months of FY2018 were up Y/Y, continuing 

the positive trend. However, sales deteriorated in December and we fell 

slightly short of our internal plan.  

 

EMC sales declined Y/Y. Similar to IAB, there was a weakening in 

December. EMC also fell short of the internal plan. 

 

In contrast, AEC, SSB, HCB and the Environmental Solutions Business 

included in the Other segment reported Y/Y sales gains, largely in line 

with plan.  
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Next is the segment breakdown for operating income.  

 

Profits declined at IAB. This was the result of a topline shortfall versus 

our internal plan, driven by changes in the operating environment. In 

addition, although we were already being more selective in our 

investments, we did continue to invest to enhance human resources for 

product development and frontline sales. 

 

EMC profits also fell, as a consequence of ongoing restructuring 

initiatives to further improve productivity. Specifically, we are 

consolidating our footprint and transferring production. 

 

However, core business HCB reported Y/Y profit increases. We are 

reaping the benefits of initiatives to improve product capability and 

production efficiency; HCB continues to perform well.  

 

6 



This waterfall chart shows the major components of change in 

operating profit between Q3 FY2017 and Q3 FY2018.  

 

IAB and HCB continued to drive increases in added value. The increase 

in fixed manufacturing costs is a function of production capacity 

increases for IAB, and the optimization of production for EMC, involving 

in the transfer and consolidation of production facilities. 

 

SG&A and R&D expenses both rose on investments for future growth 

and expenses related to the execution of structural reforms, depressing 

profits.  

 

This covers the Q3 year-to-date results.  
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As noted, we saw a dramatic change in earnings for IAB and EMC during Q3.  

 

I would like to use this slide to talk in more detail about the change in 

circumstances for our core IAB business in particular. We show here the regional 

breakdown for Y/Y sales growth in yen terms by quarter.  

 

Please look at Q1. Y/Y topline growth was 7.3%. 

Next, looking at Q2: Y/Y growth was 1.1%. However, although overall growth 

slowed sequentially, all regions except South Korea reported Y/Y sales growth. 

Despite a challenging operating environment, we were able to hold firm through 

Q2. 

However, the situation changed significantly in Q3. Overall sales for IAB fell Y/Y. By 

month in yen terms, October was up 4% Y/Y and November was flat, but 

December sales were down 8% Y/Y.  

The impact of the slowdown in Greater China from October, and pushouts of 

semiconductor investment plans started to have a major impact on corporate 

capex from December, not just in Greater China, but across all regions, including 

Japan and the US, as reflected in the earnings. We were tracking virtually in line 

with plan up to November but the dramatic change in December was much larger 

than we had expected.  

 

We expect the tough operating environment to continue into Q4. I will now discuss 

our full-year forecasts. Please turn to slide 10. 
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I will start with our view of the operating environment. This slide 

shows how our outlook for operating conditions in the Q4 March 

quarter have changed from October, when we announced our 1H 

results.  

 

As you can see, we expect a continuation of the challenging operating 

environment seen in December for our global B-to-B businesses of IAB 

and EMC. We also expect conditions for AEC to deteriorate further. 

 

However, conditions remain firm for the B-to-C business of HCB, and 

the domestically-focused B-to-B businesses of SSB and the 

Environmental Solutions Business included in the Other segment. We 

do not anticipate any major changes from our previous outlook.    

 

I will discuss IAB in more detail on the following slide.  
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This slide shows our operating environment outlook for IAB by region. 

 

As noted earlier, the global operating environment took a sharp turn for 

the worse in December. We expect the macroeconomic slowdown in 

China and pushouts to semiconductor investments to continue to weigh 

down corporate capex across all regions.  

 

For more details about the individual regions, please refer to the slide 

at your leisure.  

 

11 



This table shows our full-year forecasts for FY2018.  

 

As explained earlier, we have revised down our forecasts, taking into 

account conditions in December, as well as the outlook for Q4.  

 

We now guide for net sales of ¥855.0 bn, gross profit of ¥352.5 bn, 

operating income of ¥72.0 bn and net income attributable to 

shareholders of ¥50.0 bn.  Our forex assumptions for Q4 are ¥108 

versus USD and ¥124 versus EUR.  We have adjusted our assumptions 

to reflect the recent appreciation of the yen. On a full-year basis, our 

assumptions are ¥110.1 versus USD and ¥128.2 versus EUR.  
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Here are our full-year sales forecasts by segment.  

 

We have lowered our topline forecasts for IAB and EMC. We now 

expect sales to be down Y/Y as well. In contrast, we project Y/Y sales 

growth for SSB and HCB. We have also revised up our forecast for the 

Other segment. There has been a full recovery at partners’ 

manufacturing facilities for the Environmental Solutions Business, 

which had been damaged in the torrential rains that struck Western 

Japan in July. We have also factored in the strong performance of 

storage systems.  
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These are the full-year segment forecasts for operating income.  

 

As with sales, we have revised down our operating income forecasts 

for IAB and EMC. We now expect operating income to fall Y/Y. However, 

we expect SSB and HCB to report significant Y/Y improvements, which 

should support overall profits.  
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This waterfall chart shows the major components of change to our 

operating income forecast for the full year, relative to our October 2018 

forecasts.  

 

On the back of the sales declines for IAB and EMC, added value will be 

significantly lower. To offset this, we will exert further discipline in 

controlling expenses. Specifically, we will thoroughly review investment 

themes and focus on improved expense efficiency, for a ¥4.6 bn 

positive contribution from SG&A and R&D expenses in Q3 and Q4, 

versus our previous plan.  

 

We will enhance and enforce further expense controls but we will also 

make investments necessary for medium- to long-term growth on a 

selective basis. 
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This waterfall chart shows the major components of Y/Y change for our 

full-year operating income forecast. 

 

From last fiscal year, we have been investing for future growth and 

restructuring. As you can see, Y/Y increases in such investments are 

depressing operating income on a Y/Y basis. However, we have already 

passed the peak for these investments. Going forward, while being 

more selective about investments, we will leverage the enhanced 

competitiveness resulting from such investments to transition into a 

growth phase.  

 

In October, we discussed the impact of an increase in inventory 

reserves on operating income. I will touch upon inventory conditions in 

the next slide.  

 

16 



This shows the quarterly trend in inventory levels in value terms from 

the end of the previous fiscal year.  

 

On the back of fluctuations in sales and seasonal factors, inventory 

levels as of the end of December were temporarily elevated. However, 

by the end of the current fiscal year, we expect inventory to decline to 

levels in line with the end of March 2018.  

 

Inventory reserves, which had risen at the end of September, fell 

slightly at the end of December. We expect further declines into the 

end of the fiscal year.  
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Turning now to our full-year dividend guidance.  

 

While we have revised down our full-year forecasts, we reiterate our 

year-end dividend guidance of ¥42 per share. We have already paid an 

interim dividend of ¥42; on a full-year basis, we are guiding for a 

dividend of ¥84 per share.  

 

We will continue to aim for a stable and sustainable dividend.  

 

With regard to the share repurchase program of ¥20 bn announced in 

July, we continue to buy back shares. As of the end of December, we 

have bought back a total of ¥13.1 bn in shares.  
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  As I have explained, we expect the December deterioration in earnings 

to continue in Q4, particularly at the global businesses of IAB and EMC. 

Our forecasts fully factor in a thorough, company-wide assessment of 

the expected sales declines in Q4.  

 

We expect the operating environment to remain challenging. We 

believe it behooves us to manage our business assuming a further 

deterioration in operating conditions. As the CFO, I am committed to 

responding to the changing operating environment and enforcing 

disciplined management while continuing to focus on improving our 

ability to generate profits sustainably and further enhance our business 

portfolio.  

 

In the next several pages, I will discuss my intentions as CFO as we 

look forward.  
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First, as CFO, I will focus on completing our initiatives for structural 

reform in the three areas shown here: profit structure, fixed cost 

structure and business structure.  

 

For instance, under profit structure reforms, we have already passed 

the peak for VG2.0 growth investments. Going forward, I will focus on 

controlling the SG&A ratio in line with our objectives, in order to 

improve profitability.  

 

While we focus on making progress with such structural reforms, we 

will also continue to execute on initiatives to drive further growth.  
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Despite a volatile operating environment, the longer-term challenges 

facing society remain unchanged. Our core businesses, IAB and HCB, 

address these growth areas. Our strategy of focusing on these two 

businesses will not change. We will allocate more resources to these 

businesses to ensure we capture growth opportunities. Let me talk a 

little more about IAB and HCB. 



We are already reaping the benefits of our investments in IAB. We 

continue to see growth in the notably volatile Greater China markets in 

the 4 focus domains and from focus customers.  

 

In Q3, overall Greater China sales fell 3% Y/Y in local currency terms, 

but Greater China revenue from the 4 focus domains and focus 

customers rose 3% Y/Y.  

 

This reflects the success of our continued investments to enhance our 

total solutions capability. This includes building on ILOR+S, where we 

concentrated on developing high-performance products and built out 

our product lineup through M&A, as well as bolstering frontline human 

resources such as sales engineers and sales, and expanding the 

number of Automation Centers.  

 

We remain confident in this strategy and will continue to invest 

selectively to grow the IAB business going forward.  
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We also continue to selectively invest in HCB.  

 

We are stepping up our initiatives to prevent the incidence of strokes 

and other cardiovascular events, under the ‘Going for Zero’ program, 

and are accelerating investments.  

 

Rising medical expenditures are a major, global social challenge; 

increasingly we are seeing a shift away from treatment to prevention. 

There have been a number of large-scale epidemiological surveys 

around the world that show the importance of blood pressure 

measurements in the home. Demand to measure blood pressure in the 

home will only increase, given its effectiveness in reducing ever-rising 

medical expenditures. 

 

A recent example is the autumn 2017 revision to hypertension 

treatment guidelines in the US. The US lowered the standard readings 

it uses to define hypertension. The shift from treatment to prevention 

is accelerating. 
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As a result of the revised guidelines, the number of patients diagnosed 

with hypertension in the US rose from 72.2 million to 103.3 million, an 

increase of roughly 30 million patients in one fell swoop.  

 

This is merely one example from the US. HCB continues to see its 

markets grow in both emerging countries as well as developed 

countries.  

 

BPMs are medical devices that are approved by regulatory authorities, 

such as the FDA, in each country. Although demand is rising, barriers 

to entry are extremely high, making it very challenging for new 

entrants.  

 

We will continue to invest selectively in order to ensure we capture 

growth opportunities.  
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As I have noted in my presentation, the operating environment is 

challenging. However, such conditions also provide an opportunity for 

our businesses to step up.  

 

As CFO, I am committed to managing our businesses dynamically and 

with discipline.  

 

We hope you will hold high expectations for OMRON going forward.  

 

This completes my remarks. Thank you.  
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