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Presentation 
 

 

Osaki: Thank you for waiting. Thank you very much for taking time out of your busy schedules to join us today 
for the financial results briefing of Ebara Corporation for Q1 of the fiscal year ending December 2023.  

Now, it is time for us to start the meeting. 
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At 3:00 PM today, we disclosed the documents related to the financial results on the TSE platform as well as 
on our website. We hope that you will join us while looking at the documents. 

I would like to introduce our attendees.  

This is Shugo Hosoda, Executive Officer, Division Executive of Corporate Strategic Planning, Finance and 
Accounting Division and CFO. 

Hosoda: I’m Hosoda. Thank you. 

Osaki: I, Osaki, from the Corporate Strategic Planning Division, will act as moderator. Thank you. 

As for today's schedule, Hosoda will provide an overview of our financial results, and then we will take 
questions from the participants. The meeting is scheduled to end at 5:00 PM. 

You can also view the content of today's meeting on demand via Zoom. Details will be emailed to you after 
the meeting.  

Now, Hosoda will begin the explanation. 

Hosoda: Let’s begin. I am Hosoda, the Executive Officer. Thank you very much for joining us. 
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First, I would like to explain some key points in the current financial results on the slides that are now displayed.  

The consolidated results for Q1 show that orders, revenue, and operating profit all slightly exceeded those of 
Q1 of the previous year, which were record highs for Q1 of a fiscal year, and have reached new record highs. 

Orders received by the precision machinery company decreased YoY, but orders received by the energy and 
environmental solutions companies increased YoY due to the receipt of several large orders in Q1. 

Revenue increased in all four company segments, except the environmental solutions company, resulting in 
YoY increases in both revenue and operating profit.  

On the other hand, the operating profit margin, in terms of operating profit as a percentage of revenue, has 
declined slightly YoY due to deteriorating overall profitability and an increase in fixed costs, particularly 
personnel expenses. 

In light of this, we have made slight changes to our full-year forecasts.  

The building service & industrial company segment and the energy company segment, where we have been 
working to improve profitability, are progressing better than expected at the beginning of the period, and we 
have revised our H1 and full-year forecasts upward to reflect this. 

On the other hand, although our assumption of a medium- to long-term expansion trend in the 
semiconductor-related market remains unchanged, the probability that the market recovery will be delayed 
from our initial assumption has increased during the current adjustment phase. We have therefore decided 
to revise downward our forecasts for our precision machinery company as well. 

As for the full-year forecast for the entire company, orders and revenue have been revised downward, partly 
due to the impact of the precision machinery company, but the upward revision of operating profit in the 
building service & industrial and energy companies has contributed to the full-year forecast, which calls for 
operating profit to remain at the JPY71 billion target level as assumed at the beginning of the fiscal year. 
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As for others, since we have shifted to an organization based on face-to-face markets this fiscal year, we are 
disclosing results in five segments, dividing the former FMS company into three segments as a new segment 
disclosure. 

These are the key points in these financial statements. 

 

I will now begin a detailed explanation of the financial results. 
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Please see page five. These are the consolidated results for Q1. 

Orders received increased JPY20.9 billion from the same period last year to JPY197.9 billion, revenue 
increased JPY31.2 billion YoY to JPY184 billion, and operating profit increased slightly by JPY1 billion YoY to 
JPY15.2 billion. 

Profit attributable to owners of parent was JPY8.0 billion, a decrease of JPY2.1 billion YoY. This decrease in 
quarterly profit was mainly due to a deterioration in foreign exchange gains and losses and an increase in tax-
related expenses. 

With respect to the average exchange rate during the period from January to March, the yen depreciated 
slightly against each major currency YoY, contributing JPY1.2 billion to operating profit from foreign exchange 
YoY. 
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Moving on to page six. This is a summary of financial results by segment. 

Beginning this fiscal year, the segment previously disclosed as FMS will be divided into three segments, 
building & industrial, energy, and infrastructure, for a total of five segments. 

First of all, orders received by the precision machinery company declined significantly YoY due to the impact 
of reduced capital investment and postponement of investment plans on the part of our customers as a result 
of the drop in demand for semiconductors in the precision machinery company.  

On the other hand, orders received by the energy and environmental solutions companies increased by 
JPY20.9 billion YoY due to the receipt of several large orders and a slight increase in orders received in the 
construction, industrial, and infrastructure sectors. 

Revenue increased by JPY31.2 billion YoY, driven by growth in the building service & industrial company, 
reflecting a recovery in demand in Japan and China YoY, the energy company, where the North American 
market was relatively strong, and the precision machinery company, which had a large backlog of orders at 
the beginning of the period and has made progress in filling those orders. 

Operating profit increased JPY1 billion YoY. On the next page, we will explain the factors behind increases and 
decreases compared to the previous year's operating profit. 



 
 

 
8 

 

 

The waterfall chart on this page provides a factor analysis of operating profit for the same period of the 
previous year and for Q1. 

Operating profit increased JPY1 billion YoY.  

Basically, the revenue factor, due to increased revenue, contributed JPY9.3 billion, while profitability 
deteriorated due to the deteriorated mix, etc. In particular, the deteriorated mix in the energy company and 
the precision machinery company contributed JPY4.7 billion to profitability. 

At the same time, fixed costs increased by JPY5.3 billion due to an increase in fixed costs for bonuses linked 
to business performance, etc., which were higher than in the previous year due to the good performance of 
the previous year, an increase in R&D expenses, etc., and an increase in depreciation expenses due to 
increased investment in growth and systems to strengthen the foundation, etc. 

As a result, the fixed cost and profitability offset the increase in revenue in Q1, but in the end, the increase in 
profit was about JPY1 billion due to the foreign exchange rate. 
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Page eight shows the revenue composition by region. 

In the current fiscal year, revenue to the Japanese domestic market increased slightly YoY, while overseas 
revenue, in particular, grew in all regions.  

In China, business activities were very stagnant during Q1 of last year due to the lockdown because of the 
zero-COVID-19 policy, etc. However, compared to this period, revenue are increasing this year due to the 
lifting of the zero-COVID-19 policy in China and the improving market conditions. 

In Asia, excluding China, revenue grew mainly in the precision machinery company.  

In North America, as I mentioned earlier, revenue of products and service and support in the energy company 
have been strong, and in the building service & industrial company, the increase in revenue of Hayward 
Gordon, which was acquired last year, has contributed to the YoY increase in revenue. 
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Please also refer to page 24 for details by region for each segment. 

 

We will now move on to the details of the performance by segment. The following is an explanation of each 
of the five segments. 
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Page 10 is for the building service & industrial company. 

Orders received were JPY52.2 billion, up JPY4.9 billion YoY, revenue were JPY53 billion, up JPY11.9 billion, and 
operating profit was JPY3.9 billion, up JPY1.9 billion, resulting in relatively strong results in terms of revenue 
and profit. 

In the building equipment market, while there was an economic slowdown in North America and Europe due 
to high prices and rising interest rates, there were signs of recovery in Japan and parts of China.  

Last year, we were unable to ship due to a shortage of parts and materials and delays in receiving parts due 
to construction delays on the customers’ side, but these problems have been relatively resolved. As a result, 
orders and revenue have been increasing in Japan. 

Meanwhile, revenue are also growing in China, where the zero-COVID-19 policy has been lifted. Revenue in 
Europe and other overseas regions have also been strong as a result of the backlog of orders accumulated last 
year. The consolidation of Hayward Gordon, North America, and Canada is also contributing to our 
performance. 

Although fixed costs such as personnel and R&D expenses have increased, operating profit has increased due 
to the effects of product price revisions, in addition to increased revenue, which has led to an increase in 
operating profit. 
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The next page is the energy company. 

Orders received increased by JPY33.1 billion YoY to JPY62.3 billion, revenue increased by JPY7.1 billion to 
JPY35.9 billion, and operating profit decreased by JPY400 million to JPY1.1 billion.  

In the oil and gas market, petrochemical projects in India, the Middle East, and other regions have been 
moving, or rather, performing relatively well, since last year. In the meantime, LNG projects in North America, 
which had been slowing down their investment decisions until last year, have begun to show relatively strong 
activity this quarter. 

In Q1 of this fiscal year, we received several orders for large-scale LNG projects in North America, which led 
to a significant increase in orders received compared to the same period last year. In terms of orders for 
service and support, I mentioned that demand for service and support was extremely strong last year amid 
the special post-COVID-19 demand environment, and this fiscal year, orders up to Q1 have continued to be 
strong. 

Meanwhile, revenue, as well as orders, are up from last year for products, and service and support is also 
strong. Revenue increased in North America, Japan, and the rest of Asia.  

Since both revenue and profit are increasing, operating profit is decreasing, but for operating profit, although 
there is an increase due to the effect of increased revenue, the product and S&S mix, in short, the mix 
deteriorated due to a slight increase in product revenue over S&S. 

In addition, the cost of consolidation and elimination of service bases, which was originally included in the 
plan at the beginning of this fiscal year as part of the structural reform, was supposed to be incurred in Q2 or 
later, but since the consolidation and elimination proceeded smoothly, it was incurred in Q1 ahead of 
schedule, resulting in a decrease in profit compared to last year.  

As a result of these factors, Q1 of the energy company saw an increase in revenues and a decrease in profits. 
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Next is the infrastructure company. 

Orders received increased JPY900 million YoY to JPY15.6 billion, revenue increased JPY2.6 billion to JPY20.3 
billion, and operating profit increased JPY300 million to JPY4.8 billion, with both revenue and profit up here.  

This segment mainly consists of domestic public works projects, and we recognize that the business 
environment is firm, as investments are expected to be made in response to the Ministry of Land, 
Infrastructure, Transport and Tourism's policy of disaster prevention measures through land resilience and 
measures to address aging social infrastructure. 

Orders received remained firm overall as a result of capturing demand for pump facility renewal and repair 
work in Japan, as well as an increase in orders received for other overseas water infrastructure applications.  

Revenue remained at a relatively high level for the domestic public sector, thanks to contributions from large-
scale projects for which orders were received in previous years. Overseas, revenue have been increasing 
mainly in China, and operating profit has increased compared to last year, despite an increase in fixed costs. 

In Q1, since the main customers for this business are domestic public sector projects, the operating profit 
margin is relatively high due to the seasonality of projects being completed in March.  

That is the status of the infrastructure company. 
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Continuing on, we have the environmental solutions company. 

Orders received increased JPY16.9 billion YoY to JPY33.3 billion, revenue decreased JPY3.7 billion to JPY17.8 
billion, and operating profit decreased JPY100 million to JPY1.8 billion, resulting in a decrease in revenue and 
a slight decrease in profit. 

We have received one large order each for a design-build-operate (DBO) project for a waste treatment facility 
and a long-term comprehensive project for a private-sector contractor. The contribution of these projects has 
led to an increase in orders of JPY16.9 billion from the same period last year. 

Specifically, there were many orders for EPC projects last year, but there were few orders for EPC projects in 
FY2020, three years ago, and if there are few orders for EPC projects in the next three years, revenue will peak 
about three years later. Against this background, EPC revenue decreased in the current fiscal year, resulting 
in a decrease in revenue compared to the previous fiscal year. 

On the other hand, since operation & maintenance recorded stable revenue, improved profitability in 
operation & maintenance compensated for the decline in EPC revenue, resulting in a slight decrease in 
operating profit compared to last year.  

The above is the status of the environmental solutions company. 
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The last is the precision machinery company. 

This represents a significant decrease in orders received by JPY34.9 billion from the previous year to JPY34 
billion. Revenue increased by JPY13.3 billion to JPY56.4 billion. Operating profit decreased by JPY1.2 billion to 
JPY3.4 billion, with both revenue and profit decreasing.  

Demand in the semiconductor production equipment market, particularly from memory customers, has been 
declining due to the postponement of capital investment and lower factory utilization rates, and as a result, 
orders received have declined significantly from our initial forecast. 

As for revenue, there was a decrease in service and support revenue due to the partial suspension of 
operations and adjustments at our customers' plants, while there were production disruptions last year, such 
as shortages of materials and difficulties in procuring parts. As a result, revenue have increased compared to 
the previous year. 

Operating profit benefited from increased revenues, but profitability declined due to a deteriorating product 
mix and a lower service and support ratio in the mix of products and service and support. 

As for fixed costs, personnel costs increased due to the continued recruiting of new carriers, and inventory 
management costs, including warehousing costs, increased due in part to a slight increase in inventory last 
year, which pushed down operating profit.  

That’s it for the precision machinery company. 
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Now that we have explained the details of each of the five segments, we will now move on to the explanation 
of the earnings forecast for the current fiscal year based on the landing of Q1 mentioned above. 

 

Please see page 16.  

In terms of the business environment for the current fiscal year, the slowdown in the semiconductor-related 
market is becoming clearer due to the drop in demand for semiconductor products. In the same market, the 
timing of recovery in factory operations and capital investment on the part of our customers is also taking 
slightly longer than we assumed at the beginning of the period. 
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In this market, we are looking at the medium- to long-term market outlook, the market is expected to expand 
more rapidly than ever in the next phase of expansion as the market expands toward 2030, and we are in a 
position to expand our market share in this expected expanding market through our positioning and close 
relationship with our customers. 

However, in terms of the timing of recovery from the current adjustment phase, we have changed our view 
that it will take slightly longer than we initially assumed. Due to this relationship, we have reflected this in our 
forecast for the current fiscal year. 

On the other hand, in the building service & industrial business and energy business other than the precision 
machinery business, a recovery in demand was seen, and the financial results were relatively stronger than 
expected at the beginning of the period. 

For the above net of the downward revision in precision machinery and the upward revision in the building 
service & industrial and energy companies, the overall assumption for the full-year performance is a full-year 
landing point of JPY740 billion, JPY48 billion lower than at the beginning of the period, because of the large 
downward revision in orders received in precision machinery. 

Operating profit will be slightly lower in the precision machinery company, but the upward revision in the 
energy company and building service & industrial company will be included in the operating profit forecast. 
We expect that the full-year forecast will remain unchanged. 

The operating margin is expected to be 9.5%.  

Other management indicators such as ROIC, ROE, and dividends remain unchanged at this time. 

Based on the above situation for the full year, the plan for H1 is shown on the right side of the slide and has 
been revised accordingly. 

Similarly, the precision machinery company has been revised downward, while the building service & 
industrial and energy companies have been revised upward, and the overall downward revision is the net of 
those two companies. 
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Page 17 shows the revised forecasts for each segment. 

We have made upward revisions for H1 and the full year for two segments, the building service & industrial 
and energy companies.  

In the building service & industrial company, we upwardly revised our full-year revenue and operating profit 
forecasts by JPY4 billion and JPY1.2 billion, respectively, because of the steady performance overseas and 
improved profitability in Japan due to the effect of price revisions. 

In the energy company, we have revised operating profit slightly upward by JPY300 million for the full year, 
based on an expected JPY10 billion increase in orders, which are progressing well, and a contribution from 
the strong performance of service and support.  

In the precision machinery company, orders, revenue, and operating profit have all been revised downward 
due to the slowdown in the market for both CMPs and components. 

The downward revision is smaller in H2 than in H1. H1 is larger, but this is based on the assumption that the 
H1 projects will be pushed back to H2 and that the market will recover somewhat toward the end of 2023, 
which will improve earnings in H2 compared to H1.  

That is our situation. 
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A waterfall chart of operating profit and an analysis of changes is on the next page. 

The forecast for an operating profit of JPY71 billion for 2023 is a summary of the factors for profit increase or 
decrease from the previous year's JPY70.5 billion, as well as the factors for profit revision from the initial plan. 

The left side of the graph shows the comparison with the previous year's results. The energy and precision 
machinery companies are the main factors for profit fluctuation, but there are no major changes from the 
assumptions made at the beginning of the period. 

The right-hand side shows the change from the initial plan to the current plan, which assumes that the 
downward revision in the precision machinery company will be recovered by increased profits in the building 
service & industrial and energy companies and that the full-year forecast will remain unchanged at JPY71 
billion. 

This is an explanation of the Q1 financial results and the changes in our business outlook. 

We would like to take your questions. Thank you. 
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