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Presentation 

 

 

Osaki: Thank you for waiting and for taking time out of your busy schedules to join us today for the financial 
results briefing of EBARA Corporation for the fiscal year ended December 2023. It is time for us to start the 
presentation.  

At 3:00 PM today, we disclosed the results for the fiscal year ended December 2023 on the TSE platform as 
well as on our website. We hope that you will join us while looking at the documents.  

I will now introduce our presenters.  

First, Masao Asami, Director, President, and Representative Executive Officer. 

Asami: Hello, everyone. Thank you for your attendance. 

Osaki: Next is Shu Nagata, Executive Officer, and President of Building Service & Industrial Company. 

Nagata: I am Nagata. Thank you. 

Osaki: Next is Takanobu Miyaki, Executive Officer, and President of Energy Company. 

Miyaki: My name is Miyaki. Thank you. 

Osaki: Next is Teruyuki Ota, Executive Officer and President of Infrastructure Company. 

Ota: My name is Ota. Thank you. 

Osaki: Next is Hideki Yamada, Executive Officer, and President of Environmental Solutions Company. 
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Yamada: My name is Yamada. Thank you for your attendance. 

Osaki: Next is Masao Hodai, Executive Officer, and Chief Operating Officer of Precision Machinery Company. 

Hodai: My name is Hodai. Thank you. 

Osaki: Next is Shugo Hosoda, CFO and Executive Officer responsible for Investor Relations. 

Hosoda: I am Hosoda. Thank you for your attendance. 

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

 

Today's schedule is as follows: CFO Hosoda will give an overview of the financial results, followed by a 
presentation of the forecast for FY2024 by President Asami. Afterwards, we will take questions from the 
participants. The meeting is scheduled to end at 7:00 PM.  

Now, Hosoda will begin the explanation. 
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Hosoda: Let me start with the consolidated financial results for the fiscal year ended December 2023. There 
are three main points.  

First, I think we can say that the financial results for this fiscal year were generally good. In terms of the 
business and management environment, the semiconductor market was sluggish, the geopolitical situation 
remained uncertain, and business conditions were not necessarily favorable. Despite these circumstances, 
the Group's business performance was up YoY in all five segments, and the Group's business performance 
reached a new record high. 

The second point is that although the Precision Machinery Segment has been the driving force behind our 
growth for the past few years, benefiting from the extraordinary growth of the semiconductor market, for 
FY2023 other segments, especially Building Service & Industrial and Energy, drove the growth in profit. We 
believe this shows the benefits of the Group’s unique business portfolio. 

Third, orders, revenue, and operating profit all exceeded our most recently disclosed forecast. Orders and 
revenue were slightly higher, but operating profit was particularly high. Some may call our forecasting 
capabilities into doubt, but the background to this is the transitory aspect of a positive event that could not 
have been anticipated in Q3. In addition, the profitability of each business segment improved more than 
expected as a result of the profitability improvement measures that we have been steadily implementing. 

Regarding our forecast for FY2024, we plan to achieve a profit level higher than that of 2023, while continuing 
to make solid investments in growth and infrastructure for the future. 

With respect to shareholder returns, our plan for FY2023 was initially an annual dividend of JPY195 per share 
linked to business performance based on the policy of a dividend payout ratio of 35% or more, however we 
have decided to raise the dividend to JPY229 per share. 
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I will continue with the details. 

 

 

Please see page five. These are the consolidated results for the full FY2023.  

I will explain the YoY comparison.  
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Orders were almost on par with the previous year, with a slight increase. Revenue increased by JPY78.4 billion 
to JPY759.3 billion, operating profit increased by JPY15.4 billion to JPY86 billion, and the operating profit ratio 
was 11.3%, 0.9 percentage points higher than last year. Profit attributable to owners of the parent company 
was JPY60.2 billion, reaching the JPY60 billion level for the first time.  

The results were higher in all categories than our plan disclosed in November shown on the right side of the 
table in blue. 

 

I will now compare each the YoY results of each segment. The left-hand side of the table shows the comparison 
with the previous year, while the right shows the comparison to the plan disclosed in November 2023. 

In the Energy Segment, multiple large-scale orders in excess of JPY10 billion pushed orders up 50% from the 
previous year. 

Both the Building Service & Industrial and Infrastructure Segments also increased over the previous year. 
Environmental Solutions remained mostly unchanged, but orders decreased significantly in the Precision 
Machinery Segment, affected by the sluggish semiconductor market.  

Although there were favorable and unfavorable results among segments, overall consolidated revenue was 
slightly above last year's level. 

Revenue was slightly lower in Environmental Solutions but increased in every other segment. Operating profit 
in all five segments improved from the previous year, especially Energy and Building Service & Industrial. 

Next, regarding the difference from the FY23 plan figures released November 14 on the right-hand side, orders 
were higher at the end of the year than at the time of the Q3 announcement due to additional orders for 
relatively large after-sales projects in the Environmental Solutions Segment. 

As for revenue, this time, Building Service & Industrial is up significantly. The upward swing is mainly due to 
higher-than-expected sales growth in the domestic and Chinese markets toward the end of the period. 
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Operating profit was boosted by unexpected year-end sales of relatively high-margin after-sales services in 
the Energy Segment, including emergency response services for customers, and by better-than-expected 
results from cost reductions and other measures to improve profitability in other segments. 

The results of each of the various segments are up from the plans disclosed November 14, 2023. 

 

Page seven, please.  

Operating profit increased from JPY70.5 billion in FY2022 to JPY86 billion in FY2023, making for an increase of 
JPY15.4 billion.  

In FY2023, fixed costs increased overall to JPY23.1 billion, including a significant increase in labor costs due to 
the impact of performance-linked bonuses and efforts to ensure we can acquire necessary human resources, 
as well as R&D expenses, which had a negative impact on profits.  

However, profitability improved by JPY7.8 billion. There was a slight deterioration of profitability in the 
Precision Machinery Segment due to project mix and other factors, but there was steady improvement in all 
other segments, contributing to the increase. 

Foreign exchange factors contributed JPY3.7 billion, with a slight contribution from the impact of the yen's 
depreciation. As a result of the above factors, we ended the year with operating profit at JPY86 billion. 
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Page eight shows revenue composition by region.  

The dark blue area of the pie chart on the right shows the composition of revenue outside of Japan. 64% of 
sales in FY2023 were overseas, a high level that has been increasing year by year. 

In the bar graph on the left, the upper row shows FY2023 results, and the lower row shows the preceding 
fiscal year, FY2022. As you can see, the upper row indicates we have grown in all regions YoY. 

By region, in China, although there was a slowdown in the construction market, customer investments 
remained firm in the industrial market, public infrastructure market, petrochemical, electric power, and 
semiconductor-related markets, and other markets our business faces, resulting in YoY sales growth. 

Sales in North America and the Middle East were also strong, especially for the Energy Segment. Particularly 
in North America, in the Building and Industrial Segment, the increase from the consolidation of Hayward 
Gordon, a Canadian company acquired in Q3 of 2022, is contributing to inorganic sales growth. 

Please also refer to page 35 for detailed information on regional trends by segment over time. 
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We will now move on to the details of each segment’s performance. 

 

On page 10, we start with the Building Service & Industrial Segment. Orders, revenue, and operating profit all 
exceeded FY2022 results. In general, the building equipment market saw a slight slowdown overseas, while 
domestic capital investment remained strong. In China, although real estate markets conditions are sluggish, 
there is increased demand for energy-efficient products and increasing investment in public infrastructure, 
which spurred increased orders. 
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Revenue increased over the same period of FY2022 due to increased orders and the effect of price revisions. 
Operating profit increased due to increased revenue, improved profitability from product price revisions, as 
well as inorganic growth from the Hayward Gordon acquisition. 

 

Next is the Energy Segment. Orders, revenue, and operating profit all exceeded those of FY2022. A robust 
LNG market mainly in North America, and petrochemical projects in North America, Asia, and the Middle East, 
resulted in strong orders for the Group in these regions. 

Orders for petrochemicals and electric power are particularly strong in China, and the level of orders for 
service and support has remained high since 2022, exceeding our initial forecast. However, a slight downward 
trend in 2H of the fiscal year can be seen in the status of service and support in the energy business. 

Revenue in North America, the Middle East, and Asia, including China, increased due to strong orders for 
products, while sales in the service and support business also remained strong.  

Operating profit increased due to the effect of increased revenue, improved profitability of product sales, and 
the effect of price revisions. 
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Next is the Infrastructure Segment.  

Orders, revenue, and operating profit all exceeded those of FY2022. In Japan, demand for renewal and repair 
of pump facilities was strong, and orders exceeded those of FY2022, partly due to the receipt of several large 
orders in 2H of FY2023. Orders for overseas water infrastructure projects also increased. 

Operating profit increased from FY2022 due to the effect of increased revenue from sales growth both in 
Japan and overseas and recognized revenue from completed part of a profitable project. 
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Continuing on, in the Environmental Solutions Segment, orders and revenue declined slightly from FY2022, 
but operating profit increased significantly.  

Orders decreased compared to FY2022, when we received four large orders, but we did receive two orders in 
FY2023, one for a large DBO project and another for a long-term comprehensive project. As a result, although 
orders decreased, they remained at a high level exceeding JPY100 billion. 

Revenue was affected by the small number of orders received for EPC projects in previous years. However, 
Operation & Maintenance revenue remains stable. Operating profit increased due to an increase in the ratio 
of O&M sales to total sales, improved profitability in the electricity sales business, and the absence of one-
time expenses that occurred in FY2022. 
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Finally, it is the Precision Machinery Segment. Orders were significantly lower than in fiscal year 2022, but 
both revenue and operating profit ended higher. While investment continues to be active in China, globally 
the semiconductor market is not in a full-fledged recovery yet, with capital investments being postponed or 
partially cancelled. 

In response to this, our orders were down JPY83.7 billion from FY2022 to JPY217.7 billion, despite an increase 
in orders from Chinese customers. As for sales, CMP sales increased due to the steady progress in the backlog 
of orders received at the beginning of the period. However, overall sales also decreased due to a decline in 
service and support sales such as the overhaul of components, which were affected by the low utilization 
rates of customer plants.  

Operating profit increased from FY2022, despite a decrease in service and support sales and an increase in 
fixed costs, because of increased revenue and the large impact of foreign exchange rates on this segment.  

That concludes the explanation of the financial results for FY2023. 
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Asami: Now, I will explain our full year forecast for 2024. 

 

Please refer to page 16.  

Regarding the business environment in 2024, we recognize that geopolitical risks are increasing, including the 
protracted situation in Ukraine, ongoing global inflation, concerns about economic recession mainly in China, 
Europe, and the United States, and the tightening of semiconductor export control regulations due to the 
conflict between the United States and China. The markets we serve also continue to require close monitoring 
of the impact of these factors. 
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We also see that the slump in semiconductor demand has bottomed out, but although customers are making 
progress in normalizing product inventories, we have yet to see a full-fledged resumption of investment in 
increased production. 

Under these circumstances, for 2024, we expect orders to increase by JPY13.4 billion to JPY834 billion, 
revenue to increase by JPY67.6 billion to JPY827 billion, and operating profit to increase by JPY1 billion to 
JPY87 billion, resulting in an operating profit margin of 10.5%, ROIC of 11%, and ROE of 14.2%, with an annual 
dividend per share of JPY230.  

We are assuming the exchange rate to be as shown on the slide. 

 

Please turn to page 17. I would like to explain the main points of the forecast by segment.  

Orders are expected to return to Precision Machinery in 2H of the fiscal year due to the anticipated recovery 
of the semiconductor market. We expect to increase this amount by JPY62.2 billion to JPY280 billion. 

In the Energy Segment, revenue is expected to be JPY200 billion, an increase of JPY32.7 billion from FY2022, 
due to some large orders and sales recorded in FY2023.  

I will explain the breakdown of operating profit on the next page. 
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Please turn to page 18.  

Operating profit for 2024 is expected to be JPY87 billion, an increase of JPY1 billion from the previous year of 
JPY86 billion. I would like to explain the reasons for the increase in profit. 

For FY2024, we expect an improvement in earnings due to an increase in sales and a mix of CMP projects. We 
plan to increase profits compared to FY2023, as larger contribution to profits from Precision Machinery will 
offset the decrease in profits from the Energy Segment, where we expect demand for service and support to 
settle down. 

We are also planning to make capital investments to increase the production capacity of the Precision 
Machinery Segment. In addition to this, it is necessary to secure human resources and invest in human capital. 
In addition, we will continue to aggressively pursue the enhancement of our management infrastructure, 
including the introduction of ERP for the Group, as well as research and development for new energy markets, 
such as hydrogen and ammonia, necessary for the energy transition.  

As for the operating profit margin, we plan for it to decrease from the previous year, but we will continue to 
aim to achieve a high profit level. 
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Regarding shareholder returns, we aim to achieve a consolidated dividend payout ratio of 35% or more.  

In FY2023, the annual dividend per share is scheduled to be revised to JPY229. This is an increase of JPY36 
from FY2022, and the consolidated dividend payout ratio is expected to be 35%.  

For FY2024, we plan to raise the dividend to JPY230 per share. 

 

Next, I would like to explain the progress of our medium-term management plan, E-Plan 2025, which we 
announced in February 2023. 
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E-Plan 2025 was formulated by backcasting from the long-term vision, E-Vision 2030, of where we want to be 
in 2030, and by addressing issues that emerged from the summary of E-Plan 2022.  

To accelerate our efforts to transform from product-out to a market-in perspective, we are further 
strengthening our competitiveness in each of our businesses under the theme of customer-driven value 
creation. The target indicators for economic value are as shown here. 
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First, let me explain the progress of our financial targets.  

As shown here, our results for FY2023 were 12.2% ROIC, 15.7% ROE, 11.3% operating profit ratio, and 11.5% 
revenue CAGR, all of which were higher than in FY2022. 

During the period of E-Plan 2025, the plan emphasizes investments for growth and infrastructure investments 
to strengthen the competitiveness of each business in order to achieve the vision of what we want to be in 
2030. At the same time, we aim to exceed the high levels of efficiency and profitability indicators we have 
built up to date.  

In 2023, we made sure to execute our investments, while we steadily improving the earning power in each of 
our segments. All indicators ended higher than in 2022. 

In 2024, we plan to invest more in growth and infrastructure than in 2023. At the same time, we plan to 
maintain high levels of efficiency, profitability, and growth, however at a slightly lower level than in 2023. 
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As growth indicators, we have set a revenue CAGR of at least 7% for the entire company, at least 6% for 
Building Service & Industrial, which we have positioned as a growth business, and at least 15% for Precision 
Machinery. 

As shown in the graphs here, the progress of the entire company and Building Service & Industrial is on track, 
while the progress of Precision Machinery is slightly delayed due to the current ongoing slump in capital 
investment in the semiconductor market.  

We expect the market to recover from 2H of 2024, and we will steadily implement measures to catch up to 
achieve our 2025 target by putting in place a solid structure for this recovery. 
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This is the change in cash allocation for the E-Plan 2025 period.  

The rightmost column shows the three-year cumulative plan at the time of the announcement.  

In 2022, there was a large acquisition of over JPY10 billion, but compared to that, there were no large 
acquisitions in 2023. However, growth investment and infrastructure investment were generally on par with 
2022. 

In 2024, as indicated in the red box, we plan to expand and continue our growth investments, including M&A 
investments in Building Service & Industrial, optimization of service and support bases in Energy, expansion 
of the CMP production plant in Precision Machinery, and construction of a development building in Fujisawa. 

In addition to this, we will strengthen our competitiveness by investing in new business areas, such as 
hydrogen, and introducing group-wide ERP, not only to strengthen the competitiveness of each business, but 
also to launch businesses that will become new earnings pillars and develop the management infrastructure 
that will support these businesses to steadily implement investments to reach our 2025 target. 
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Here is a summary of the progress and results of E-Plan 2025 in its first year of implementation, FY2023, in 
the priority areas. 

First of all, we consider our major achievements to be the transition from a product-based organization to a 
target market-based organization and the introduction of the CxO system, effective January 2023.  

This shift to a target market-based organization has enabled the Building Service & Industrial Segment to begin 
integrated management of its existing standard pumps, chillers, and blower businesses.  

In the Energy Segment, the Elliott Group, which handles compressors and turbines, and EBARA, which handles 
custom pumps, have united as an organization to begin providing sales, service, and support to common 
customers. 

As for future initiatives, in order to promote value creation from the customer's point of view, in Precision 
Machinery, we will invest in global production and R&D. 

In Infrastructure, we will strengthen our engineering services mainly in Southeast Asia.  

In the Environmental Solutions Segment, we will work to realize chemical recycling and will construct pilot 
plants for chemical recycling using ICFG, incinerator technology using fluidized bed technology, and chemical 
recycling of waste plastics. 

As for the creation of new value, we have made the most of the multiple products and know-how we have 
accumulated through the shift from a product-oriented organization to a market-oriented organization and 
developed customer-driven solutions and products for new energy sources, including the world's first 
hydrogen-related products and canned motor pumps for liquid ammonia. 

In the future, we intend to expand our maintenance cloud services in Building Service & Industrial, sell 
products for hydrogen and ammonia, and further promote the growth of new businesses, such as land-based 
aquaculture, structural protein, and cultured meat. 
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Next, as for upgrading and streamlining the management infrastructure, in addition to the introduction of the 
CxO system as explained earlier, we have introduced ERP to some group companies and started its operation 
in anticipation of group-wide operation by 2025.  

In the future, we will continue to introduce ERP throughout the Group and further deepen ROIC management, 
including the use of intellectual property ROIC and production innovation ROIC. 

In addition, as part of our efforts to advance ESG-focused management, we will continue to study measures 
to reduce greenhouse gas emissions, including avoided emissions, with the aim of achieving carbon neutrality 
by 2050.  

We have also established a department for diversity, equity, and inclusion and are working to promote 
initiatives within the Company. 

We will continue to implement measures that contribute to carbon neutrality, such as switching to green 
electricity. We will also continue to reduce greenhouse gas emissions through our business operations, 
including the decomposition of gases with high global warming potential using gas abatement equipment, 
used in semiconductor manufacturing, and the introduction of new products in hydrogen and ammonia. 

In governance, we will continue to enhance the effectiveness of the Board of Directors and promote 
“Governance to Value” throughout the Company. 
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This last slide summarizes, by segment, the main results of E-Plan 2025 and the projected operating profit 
ratio for the coming years.  

In each segment, we not only steadily made necessary investments, but also achieved solid results from the 
first year, including the establishment of bases, progress in developing new solutions, increased orders, 
increased market share, and improved profitability through increased production and development 
investments, and synergy creation in the new organization. 

Investments to strengthen competitiveness are steadily underway. In 2024, we will further accelerate this 
trend, while maintaining a high level of operating profit ratio and implementing measures to achieve our final 
year targets. 

That concludes my explanation. Thank you very much for listening. 
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