
I am Akitoshi Ichii, President and CEO of NSK Ltd..

Thank you for joining our Q3 financial conference today.







Key points of FY24 Q3 financial results.

Sales up but profits down YoY. Excluding one-time expenses profits increased 
YoY. Excluding forex and other factors real volume decreased. Year to date, we 
recorded 3.4 billion yen in restructuring and one-time expenses. 

Sales were 596.9 billion yen, operating income was 15.6 billion yen, and 
operating income excluding one-time gains and losses was 21.9 billion yen.

Sales and operating income are generally in line with our forecast at 75.6% and 
71.1% of full year forecast sales and operating income, respectively.

There is no change to our full-year forecast of 790.0 billion yen in net sales and 
22.0 billion yen in operating income, which we announced in October.

There is no change to our plan for shareholder returns with an annual dividend 
of 34 yen/share, a year-on-year increase of 4 yen/share.



Let me explain the third quarter figures in more detail. Sales were 596.9 billion 
yen, up 8.9 billion yen YoY, including 18.2 billion yen from foreign exchange 
effects. 

The industrial machinery business is showing signs of a gradual recovery, 
although there are some differences between sectors. In the automotive 
business, the impact of the production cutbacks by Japanese manufacturers in 
the first half of the period was particularly significant, and we are continuing to 
stagnate in China and ASEAN.

Therefore, looking at the breakdown of the increase/decrease excluding 
exchange rates, the automotive business saw a sales decrease of around 15 
billion yen, while the industrial machinery business saw an increase of around 5 
billion yen, so we were affected by a decline in volume of around 10 to 11 billion 
yen in real terms.

The operating profit of 15.6 billion yen includes a 3.5 billion yen increase due to 
the impact of foreign exchange, but there was a 3.7 billion yen decrease 
compared to the previous year. Excluding one-off gains and losses, operating 
profit was 21.9 billion yen, an increase YoY due to the positive impact of foreign 
exchange.



On this page, we have used a V-chart to show the change from the previous 
year’s Q3 operating income of 19.3 billion yen to the current year‘s 15.6 billion 
yen. As I explained earlier, volume/mix on the far left has been affected by the 
decrease in real volume, resulting in a 4 billion yen decrease.

Furthermore, inflation, particularly the procurement of parts from suppliers and 
labor cost increases, have had a impact of 5.4 billion yen. There was also an 
increase in expenses due to the promotion of digital transformation, as well as 
an increase in depreciation and equipment costs, which resulted in a 2.6 billion 
yen decrease.

Transfer of increasing costs to sales prices contributed to a increase of 2.9 
billion yen. In addition, the effects of cost reductions, structural reforms, etc. 
amounted to 5.7 billion yen, and the net effect of price increases, cost 
reductions, and structural reforms was positive, despite the 5.4 billion yen 
impact of inflation and rising wages. The impact of exchange rates contributed 
to a increase of 3.5 billion yen, and there was a profit decrease of 3.8 billion yen 
due to one-time expenses, resulting in a change in operating profit from 19.3 
billion yen in the previous year to 15.6 billion yen this year.



Sales in the industrial machinery business for the first three quarters of the year 
totaled 271 billion yen. This is an increase of 16 billion yen on the previous year, 
or 6.3%, but excluding the impact of exchange rates, the increase is 2.9%. 
Looking at industrial machinery bearings and precision machinery products, 
sales of industrial machinery bearings increased by 5% including exchange 
rates, and sales of precision machinery products increased by 12% on the 
previous year. Operating income was 8.3 billion yen, an increase of 2.6 billion 
yen from the 5.7 billion yen recorded in the previous year.

Please note that the figures include one-time structural reform costs of 1.2 
billion yen in the second quarter and 100 million yen in the third quarter, for a 
total of 1.3 billion yen. Excluding these, operating income would be 9.7 billion 
yen.
In terms of demand trends, sales of bearings for machine tools and railcars 
increased year on year, but sales for wind turbines and robotics are still weak. 
In particular, sales for wind turbines have fallen significantly due to the impact of 
the Chinese government's decision to abolish subsidies. In precision machinery 
products, there was a slight recovery in sales for machine tools and 
semiconductor manufacturing equipment. However, although the pace of 
recovery is not far from our expectations, we believe that the pace of demand 
recovery is slightly slower than it was in October.



In the automotive business, sales were 300.2 billion yen. Excluding the impact 
of foreign exchange rates, sales were down about 5% year on year. Looking at 
the total number of vehicles produced in the third quarter, we believe that the 
significant impact was due to a 7% year-on-year decrease in production by 
Japanese manufacturers.

As with the industrial machinery business, this figure includes one-off costs of 
500 million yen in the first quarter and 2.5 billion yen in the third quarter, for a 
total of 3 billion yen. Segment income was 8.6 billion yen, a decrease of 4.7 
billion yen compared to the previous year, but excluding one-time expenses, it 
was 11.6 billion yen or 3.8%.



The third quarter cumulative results are shown by customer region. From the 
top left, they are Europe, China, the Americas, other Asia, and Japan. In 
Europe, sales of industrial machinery and automotive were sluggish, and 
excluding the impact of foreign exchange rates, sales were down about 10%. In 
China, sales increased by about 13%, particularly due to recovery in the first 
half, and even excluding the impact of foreign exchange rates, sales increased 
by about 6%. In the Americas, the current market is performing strongly, and in 
addition, sales of industrial machinery and automotive have both increased 
slightly, resulting in a 3% increase in revenue in real terms, excluding the effects 
of exchange rates. In other parts of Asia, revenue was largely unchanged. In 
ASEAN, sales decreased by 6% excluding the effects of exchange rates, while 
in India, sales increased by 8%. Unfortunately, sales in Japan decreased by 5%, 
and although there are signs of recovery in industrial machinery, there was an 
impact from the decrease in automobile production volume.





The full-year forecast is for sales of 790 billion yen and operating income of 22 
billion yen or 2.8%. Excluding one-off items, operating profit is forecast at 29.6 
billion yen or 3.7%. We are forecasting income before tax of 18 billion yen. 
Compared to the previous year, this is an increase of 1.1 billion yen in sales, a 
decrease of 5.4 billion yen in operating income, a roughly flat figure for 
operating income excluding one-off items, and a decrease of 8.2 billion yen in 
income before tax.



Let me briefly explain our outlook for the fourth quarter.

In the industrial machinery business, we are not expecting a major recovery, but 
we are assuming that sales will increase by around 3 to 4%. In the automotive 
business, global automobile production will fall in the third and fourth quarters in 
line with the Chinese New Year, but fortunately, production by our customers, 
such as the Toyota Group, in North America and Japan is expected to remain at 
the same level as the third quarter, so we expect sales in the automotive 
business in the fourth quarter to be similar to the third quarter. Based on these 
assumptions about the demand environment, we have left unchanged the full-
year forecast of sales of 790 billion yen and operating income of 22 billion yen, 
which we announced in October.



I will explain the progress of structural reforms. We are aiming to reap benefits 
of 9 billion yen at the cost of 6 billion yen in structural reform expenses, 5 billion 
yen of which will be incurred this fiscal year and 1 billion yen next fiscal year. 
The aim is to break out of the continuous deficit in the European region in 
particular and to recover the E&E business, but as the E&E business has been 
making progress towards profitability even with a decrease in volume, we are 
aiming to further improve this. As for the cost improvement effect, we are 
reducing our labor force by around 1,000 people, mainly in Europe, by 2025, 
and we are making progress as planned, with a reduction of about 600 people 
in FY24. Therefore, about half remains for FY25. In Europe, we are focusing on 
three main areas: narrowing down the range of products we manufacture, 
making use of overseas procurement for the front-end process, and reducing 
production capacity. In Japan, we are reorganizing the production of products 
for ICE, aiming to consolidate the production of products for which demand is 
declining, such as bearings for water pumps and bearings for clutch releases 
used in manual transmissions, into a single factory. In the Americas, we are 
reorganizing our operations for products for ICE and steel balls, and we are 
using the space freed up by this to strengthen our local supply capacity for 
aftermarket products. At present, these initiatives are progressing as planned.



On the final page, we will explain what we have been working on up to now and 
what we must continue to work on in the future. Naturally, we will continue to 
transfer the cost increases and foster awareness of appropriate value. The 
future of Trump 2.0 is unclear and it is hard to predict what might happen. 
Therefore, while carefully assessing demand trends, we will respond flexibly to 
changes in the situation, which is sure to change in various ways. In terms of 
structural reform and production reorganization, in addition to the original plan, 
in response to the prolonged stagnation in Europe we are considering further 
streamlining including the sales structure. We will incorporate this content into 
the FY25 plan, but we will also need to reconsider the pre-process and optimal 
location production, including in Japan and China, in light of the trends in Trump 
2.0. Regarding growth and improving asset efficiency, we have been 
implementing the measures described in the materials, and we will continue to 
move forward. In addition, as announced on January 31, we will streamline the 
executive officers and create new Operating Executive positions in order to 
strengthen our system for making quick decisions and implementing them. We 
will continue to have a flexible system that allows us to appoint and utilize a 
diverse range of human resources, and we will push forward with structural 
reforms in a well-organized manner with our streamlined system. This 
concludes the explanation of the FY24 third quarter financial results.




















