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Presentation 

 

 

Osaki: Thank you for attending the financial results briefing of Ebara Corporation for the first nine months of 
the fiscal year ending December 31, 2022. 

We will now begin today’s session. 

Today’s speaker is Shugo Hosoda, Executive Officer, Division Executive, Corporate Strategic Planning, Finance, 
and Accounting Division. 

Hosoda: I am Hosoda. Thank you. 

Osaki: I am Osaki from Corporate Strategic Planning Division, and will serve as moderator today. Thank you. 

Today, Mr. Hosoda will first provide an overview of the financial results and we will then take your questions. 

Mr. Hosoda will now begin the explanation. 

Hosoda: Thank you very much for participating in today’s financial results briefing. 
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As you know, the Company closes its books in December, so this is Q3 financial results briefing. 
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First, I will explain some of the key points in our financial results. 

In the first nine months of the fiscal year, the precision machinery (PM) business and the fluid machinery and 
systems (FMS) business drove our business results, with orders, revenue, and operating profit all reaching 
record highs for the Company as a whole for the first nine months of the fiscal year. 

Although negative factors such as soaring raw material prices continue to exist, the recovery from the 
lockdown caused by COVID-19 in China and the expansion of overseas revenue outside of China, in addition 
to the support from the weak yen, have resulted in YoY increases in both revenue and profit. 

The full-year forecasts have been slightly revised in light of the progress of business performance and the 
business environment in each business segment. The Company as a whole revised upward its order forecast 
by JPY33 billion. The revenue forecast has been adjusted slightly downward by JPY14 billion. 

The operating profit forecast for the Company as a whole remains unchanged this time from the previous 
disclosure. However, the breakdown by segment has been adjusted slightly. 

Let’s look at the topic. As already reported in our October 3 press release, as part of our overseas strategy in 
the standard pumps business, we have completed the acquisition of Hayward Gordon, a pump and mixer 
manufacturer headquartered in Canada, and have included it in our consolidated financial statements. 

The following is a detailed explanation. Please turn to page four. 
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Consolidated results for Q1 through Q3. 

Orders received totaled JPY594.5 billion, up JPY17.7 billion from the same period last year. Revenue increased 
by JPY60.1 billion from the same period last year to JPY480.0 billion. Operating profit increased by JPY5.6 
billion to JPY42.6 billion. Operating profit ratio was 8.9%. Profit attributable to owners of parent was JPY27.2 
billion, an increase of JPY2.8 billion from the same period last year. 

In terms of exchange rates, the yen has depreciated against the US dollar, euro, Chinese yuan, and other major 
currencies compared to the same period of the previous year, contributing positively to our yen-denominated 
results. 

I mentioned that operating profit increased by JPY5.6 billion YoY, and about 80% of this increase was due to 
the impact of foreign exchange rates. 
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Page five is a summary of financial results by segment. 

In the FMS business, orders, revenue, and operating profit were all higher than in the same period of the 
previous year. Overseas, excluding China and Asia, mainly in Europe, the Americas, and the Middle East, 
demand has been growing steadily, and orders and revenue have been increasing due to the benefits of price 
revisions and other factors, as well as the depreciation of the yen. Operating profit declined YoY until the first 
six months but has turned to a YoY increase since the period under review. 

In the environmental plants (EP) business, orders received decreased by JPY2.7 billion compared to the same 
period last year, partly due to the very high level of orders received in the same period last year. However, 
we have received several large orders for waste treatment facilities in the period under review and are 
generally progressing as planned. Revenue was higher than in the same period of the previous year, but 
operating profit was lower than in the same period of the previous year, mainly due to one-time expenses 
recorded. 

In the PM business, demand for semiconductors remained strong as in the previous year. As a result of our 
response to this, orders, revenue, and operating profit were all higher than in the same period of the previous 
year. I will explain the details by segment later. 
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This page shows revenue by region for cumulative Q3. 

Revenue in Japan decreased YoY, but in all other overseas regions, it increased YoY. 

Let's look at it segment by segment. Revenue in the PM business grew mainly in Asia. In the FMS business, 
revenue is growing mainly in overseas regions such as Europe, the Americas, and the Middle East. 

Revenue in China is growing a little, but at a slightly lower rate than in other countries. In the China region, 
the market was a bit sluggish due to the lockdown in H1. Performance is recovering, but economic growth is 
still weak, taking into account the ongoing zero-COVID-19 policy. Business conditions differ from one business 
to another. 
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Please also refer to page 18 for more detailed information on revenue by region by segment. 
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I will now provide a detailed explanation of the results by each segment. 

Page seven shows the FMS business. 

I will touch on the details of subsegments, i.e., pumps, compressors and turbines, and chillers, in the FMS 
business. As for profit and loss by subsegment, please refer to the figures on page 14 and the latter part of 
this document. 

In the FMS business, orders received totaled JPY286.6 billion, up JPY28.1 billion from the same period last 
year. Revenue increased JPY32.4 billion to JPY270.2 billion. Operating profit increased JPY2.6 billion to JPY17.6 
billion. 

As for subsegments, the pump business posted YoY increases in both revenue and profit. 

In particular, the standard pumps business performed well, and orders increased both overseas and in Japan 
mainly due to early orders from customers. Both revenue and profit increased due to the effects of price 
revisions and other factors. 

On the other hand, the custom pumps business posted lower revenue and profit due to sluggish demand and 
slow revenue to the oil and gas market, mainly in China due to the slowdown in economic growth. 

Next is the compressors and turbines business. Orders for products have remained sluggish as customers in 
general continue to be cautious in their investment decisions due to the uncertainties caused by the inflation 
situation and the situation in Ukraine. 
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On the other hand, service and support business performed very well due to an increase in demand this period 
for things such as scheduled repair work, which customers had been putting off until now because of the 
easing of action restrictions caused by COVID-19 and other factors. This was partly responsible for the increase 
in revenue and profit in the compressors and turbines business as a whole. 

In the chillers business, both revenue and profit increased due to strong demand in the Chinese market. In a 
market environment where decarbonization measures are being implemented, product demand is being 
captured successfully. 

In the FMS business in general, fixed costs increased. This is due to an increase in performance-linked bonuses 
based on the previous year's results, as well as an increase in fixed costs related to business activities due to 
the expansion of business volume. 

 

Page eight shows the EP business. 

Orders, as I mentioned earlier, decreased by JPY42.7 billion from the same period last year to JPY76.8 billion. 
Orders are down from the same period last year but are relatively steady compared to previous years. 
Revenue increased JPY2.2 billion to JPY52.2 billion and operating profit decreased JPY3.6 billion to JPY0.4 
billion. 

As you can see in the list on the lower left, we have received an order for DBO project for a waste treatment 
facility in Q3, bringing the total number of large projects received this year to four. The status of orders is in 
line with our plan. 
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Revenue increased due in part to progress in EPC construction projects. 

Operating profit decreased significantly by JPY3.6 billion from the same period of the previous year. The first 
factor is, as I mentioned earlier, the progress of EPC construction projects having increased the EPC portion 
of the EPC and O&M ratio, resulting in lower overall profitability. In addition, there were three other factors 
unique to this quarter, resulting in a JPY3.6 billion decrease in operating profit. 

The first of these three, as I explained at the time of Q2 financial results, was that a domestic EPC project 
completed this quarter encountered a problem, resulting in additional costs of several hundred million yen. 

The second factor was additional costs incurred in outsourcing equipment manufacturing to a subsidiary in 
China. 

In addition, a relatively profitable overseas project of the same Chinese subsidiary was postponed to the next 
fiscal year for customer reasons. The second factor is that these two factors are causing losses in the Chinese 
subsidiary. 

The third factor was the higher-than-expected cost of electricity procurement in our electricity revenue 
business, which is based on waste power generation at waste treatment facilities. As a result of the above, 
profitability declined, resulting in a YoY decrease of JPY3.6 billion. 

For factors specific to this period, we are developing measures to prevent recurrence so that similar losses 
will not occur in the future. 
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PM business. 

This business was strong, with orders up JPY32.6 billion from the same period last year to JPY229.9 billion, 
revenue up JPY25.6 billion to JPY156.4 billion, and operating profit up JPY7.5 billion to JPY25.5 billion. Orders, 
revenue, and operating profit all reached record highs for the PM business. 

Concerns about a slowdown in the semiconductor market have led some customers to revise their capital 
investment plans and to a growing sense of uncertainty, including a decline in factory utilization rates. 
However, to date, capital expenditures by our customers in the semiconductor market remain at a high level. 
We continue to see advance orders from customers, and both the components and CMP subsegments have 
been performing well through Q3. 

Regarding revenue, product revenue increased, although shipment delays due to the shortage of parts and 
materials, which were explained in Q2, continued in Q3. Service and support revenue also increased due to 
the high factory utilization rate of our customers. 

Operating profit increased as a result of the overall increase in profitability, thanks to contributions from the 
effect of higher revenue, higher profitability due to the successful operation of the automated dry vacuum 
pump plant, and an increase in the service and support revenue ratio due to the strong performance of service 
and support. 

Fixed costs continue to increase due to the impact of hiring personnel to meet rising demand. However, even 
after taking this into account, operating profit increased. 
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This is the explanation of the consolidated financial results for Q3. 

 

I will continue to explain our full-year earnings forecast. 

Please refer to page 10. 

In the business environment surrounding our company, there are various severe factors in different areas, 
such as global inflation, the situation in Russia and Ukraine, and the economic slowdown in China. We expect 
these factors to continue to have an impact on the soaring prices of resources and the availability of 
procurement of materials during the year. We are expanding our supply chain system and continuing to 
strengthen various measures to steadily implement our revenue plan. 

In light of this, we have made slight revisions to our full-year forecasts, as shown in this table, based on the 
progress of each business in Q3 and the outlook for future demand. 

The Company has revised up its full-year forecast for orders by JPY33 billion to JPY783.5 billion and down 
forecast for revenue by about 2% to JPY670 billion from the previous forecast. 

Operating profit is expected to land at JPY67.5 billion, unchanged from the previous forecast, but operating 
profit by segment has been revised. 

The net profit forecast also remains unchanged at JPY46.5 billion. 

If the Company achieves its forecast, the operating margin will be 10.1%. ROIC will also be 10.1%. 
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Dividend forecast per share and assumed exchange rate remain unchanged from the previous disclosure. 

 

The cash flow plan is shown on page 20 of the supplementary information. Cash flow from operating activities 
is expected to deteriorate from the previous plan due to an upward trend in inventories, mainly due to early 
procurement of parts inventory. 
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Revised forecasts for each segment are explained on the next page. 

Forecasts by subsegment are also shown in the supplementary information on page 14. 

As I mentioned earlier, the order forecast for the consolidated total was increased by JPY33 billion. 

The order forecast for the FMS business, mainly pumps, was revised upward by JPY10 billion. In addition, the 
order forecast for the PM business, primarily CMP, has been revised upward by JPY23 billion, for a combined 
increase of JPY33 billion. 

Next, as I mentioned earlier, we have revised downward our revenue forecast by JPY14 billion for the 
consolidated total. This was mainly due to delays caused by component shortages in the PM business, which 
resulted in missed revenue in both the CMP and components subsegments of the PM business. 

As for the operating profit forecast, as I mentioned earlier, there is no change from the previous plan for the 
consolidated total, but there is a change in the breakdown. 

First, in the FMS segment, the operating profit forecast was revised upward by JPY3 billion. Operating profit 
is expected to increase by JPY3 billion, mainly in the compressors and turbines business, where service and 
support are strong. 

In the EP business, as I mentioned earlier, we have revised our operating profit forecast downward by JPY1.5 
billion, partly due to additional costs that were unexpected and unique to this fiscal year. 
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The operating profit forecast for the PM business was revised downward by JPY1 billion. This is a decrease in 
profit associated with a decrease in revenue. 

The forecast for operating profit in others, adjustment was revised downward by JPY0.5 billion. This is mainly 
due to one-time expenses incurred in connection with liquidation at headquarter-affiliated consolidated 
subsidiaries. 

 

Next page, please. 

This slide shows the risks we expect to face in this business environment changes for this fiscal year that I 
mentioned earlier, and the specific amount of their impact on operating profit. 

At the time of the Q2 results, we had estimated that the negative factors such as soaring raw material prices, 
difficulties in procuring parts and materials, and the lockdown in China would have a negative impact on full-
year operating profit of JPY4.5 billion to JPY5.5 billion, but we have slightly increased this figure to JPY5 billion 
to JPY6 billion. For the full year, we currently estimate that the negative factors will have this amount of 
impact after taking various measures. 

We have been implementing various measures, including price revisions, which have been gradually taking 
effect since H1 of the fiscal year. Through those measures, we will continue to minimize risk in both sales and 
procurement. 



 
 

 

 
 

 
17 

 

With regard to the lockdown in China, our Chinese subsidiaries were affected by plant shutdowns and logistics 
stagnation in H1. However, the action restrictions have already been lifted and they are recovering from the 
delay in H1 by increasing production. 

Regarding the projected impact of exchange rate fluctuations, the current rate assumptions are JPY125 
against the US dollar, JPY135 against the euro, and JPY19 against the Chinese yuan. Based on this assumption, 
we expect an increase in profit of about JPY6 billion compared to the previous year. The negative impact of 
the sharp rise in raw material prices and difficulties in procuring parts and materials and the positive impact 
of the exchange rate are expected to be at about the same level, which is unchanged from the assumption at 
the beginning of the period. 

The exchange rate sensitivity to Q4 is written here. 

A JPY1 change in the exchange rate against the US dollar has a sensitivity of about JPY0.1 billion to operating 
profit for the full year, JPY1 change against the euro has that of JPY0.01 billion, and JPY1 against the Chinese 
yuan has that of JPY0.1 billion compared with our current assumptions. 

These are our forecasts for the current fiscal year, including the assumed positive and negative risks. 

 

Finally, here are some topics for this quarter. I would like to explain the progress of our overseas strategy in 
the standard pumps business. 

In the global market, our mid-term management plan calls for expanding investment and resource allocation 
to regions and countries where population growth, economic growth, and industrial development are 
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expected. We have been moving forward with the goal of establishing 10 or more locations in the three-year 
medium-term management plan from 2020to 2022. We added two locations in Mexico and Vietnam in 2020, 
two in Turkey and Canada in 2021, including the acquisition of a Turkish pump manufacturer, and three in 
Kenya, Romania, and Canada, with the completion of the acquisition of Hayward Gordon, headquartered in 
Canada in September. 

I would like to provide an explanation of the Hayward Gordon acquisition. The purpose of the acquisition is 
to expand the standard pumps business in the North American region. 

The objective is to expand our presence in North America, where we have not had a large presence. We expect 
synergies from the expansion of our product lineup for the public wastewater, industrial equipment, and 
process markets in the North American region. 

We will continue to seek to establish base facilities in targeted areas to expand order opportunities. 
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That is all from me.  

 


