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Hirano: 

Thank you very much for taking the time to attend today’s presentation. 

Today, I will report our financial results for the first quarter of fiscal year 2020, and describe the full-
year plan for fiscal year 2020. 

Although we generally provide the full-year plan for the fiscal year when reporting our results for the 
previous fiscal year, reporting of this year’s plan was delayed by COVID-19. 
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This is an overview of our results for the first quarter. The bar graph shows net sales, while the line 
graph shows operating income. The lockdown had a serious impact. Net sales fell 25% to 24.5 billion 
yen, and we unfortunately recorded an operating loss of 2.3 billion yen. 

The graph on the right shows a breakdown of the first quarter by month. From April to May, and once 
again to June, there is large month-on-month growth. 

In June, we broke even on a monthly basis, in part thanks to a 16% reduction in SG&A. Despite 
decreases in sales and income, a month-on-month analysis shows that we are on a recovery track. 

 



 
 

 
4 

 

 

Here are the figures. The information is the same as on the previous page, so I will just focus on the 
key points. Although net sales fell by 25%, we succeeded in reducing SG&A by 2,678 million yen, for 
a 16% reduction. Gross profit fell by roughly 6 billion yen, while operating income fell by 3.3 billion 
yen. 
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This page shows net sales and operating income by business segment. I will discuss each business 
segment in detail, shortly. 
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This is an analysis of changes in operating income year-on-year. Compared to an operating income 
of 1 billion yen in the first quarter of the previous year, this quarter we had an operating loss of 2.3 
billion yen, for a year-on-year decrease of 3.3 billion yen. I will analyze this change according to four 
factors. 

First of all, due to COVID-19, our sales volume and product mix accounted for negative 5.6 billion 
yen. Our efforts at cost reduction yielded a slight change of positive 0.1 billion yen. Turning to fixed 
costs, although SG&A and R&D expenses have been negative factors for the past few years, this 
quarter fixed costs accounted for positive 2.4 billion yen due to reductions and restraint. Finally, FX 
effects accounted for negative 0.2 billion yen. 

Sales volume and product mix accounted for negative 5.6 billion yen. If not for our efforts to reduce 
SG&A, the scale of the loss would have been even larger. 
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I will now discuss our results by business segment. 
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These are the results for our Positioning Company. Net sales fell by 21% mainly due to the lockdowns 
in our key markets in the U.S. and Europe, but thanks to our focus on reducing SG&A, we successfully 
posted a positive operating income. 

As both construction and agriculture are essential businesses, net sales recovered in May and June 
after it hit bottom in April, as shown in the graph on the right. On a monthly basis, operating income 
reached positive territory in May, and recovered further in June. 

In terms of IT Construction, aftermarket sales were adequate. However, OEM is not favorable as the 
customers are adjusting their inventories in the face of sluggish sales. The effects of COVID-19 on 
IT Agriculture were fairly limited. On a monthly basis, June performance was on par with the previous 
year. 
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Turning now to the Smart Infrastructure Business, we posted a positive operating income with just a 
10% year-on-year sales decline. As both construction and agriculture are essential businesses, the 
Smart Infrastructure Business performed well despite the impact of a declaration of a state of 
emergency on our key Japanese market. After the state of emergency was lifted, sales recovered 
favorably in May and June. On a monthly basis, we attained a positive operating income in May, 
which continued into June. 

In Japan, public works using i-Construction have expanded based on the National Resilience policy.  
Also our timely launches of new related products suitable for i-Construction have helped to maintain 
robust sales. 

In other areas, our business in China has fully recovered and performance is strong, but sales remain 
stagnant in India, Southeast Asia, and the Middle East. As you are aware, India is in the middle of a 
lockdown and the market is at a standstill. 
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Turning now to the Eye Care Business, the lockdown had a huge impact on our key markets in the 
U.S. and Europe, as sales activities to medical institutions were nearly completely halted, and optical 
stores were closed. As a result, net sales fell 39% year over year, and we unfortunately posted a loss. 

As shown in the graph on the right, after the lockdown was lifted, both sales and income have been 
recovering after it hit bottom in April. Income is also recovering, although we have still posted an 
operating loss thus far. 

In the U.S. and Europe, net sales are recovering gradually as economies reopen and demand for 
tele-optometry systems increases. In China, consumer spending and capital expenditure are 
recovering, and the country is steadily escaping from the effects of COVID-19. 
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Next, I will describe the full-year plan based on the results from the first quarter. 
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Although it is still extremely difficult to formulate a plan under the current circumstances, we have 
formulated a full year plan based on our results from the first quarter. The sense of uncertainty has 
been growing due to factors such as the second wave of COVID-19, which continues to spread world-
wide, as well as the intensifying friction between the U.S. and China. That said, we are providing a 
plan for the first half of the fiscal year by business. This plan is based on our results in the first quarter, 
in which we saw a trend toward recovery, and on the short-term predictions that are currently possible. 
For the full year, we will provide a plan only for the Company as a whole, rather than by business, 
due to the large number of factors that remain uncertain. 

Although the macroeconomic picture is extremely unstable, there are a number of positive factors. In 
terms of global economic measures, the U.S. Lower House has passed a new bill with 1.5 trillion 
dollars in infrastructure investment. In Europe, the EU has agreed on a 750 billion euro recovery fund, 
and progress on measures to support healthcare and business are anticipated. The UK has 
announced a New Deal initiative that will accelerate 5 billion pounds in infrastructure investment. 
Japan has budgeted 7 trillion yen toward disaster prevention and mitigation, as well as its National 
Resilience policy. It has also set roughly 20 billion yen toward a Business Continuity Program as a 
measure against the spread of COVID-19. Furthermore, Japan has budgeted 25 billion yen toward 
NOUCHI-KOSAKU KAIZEN JIGYOU (a project for improving conditions for agriculture), which we 
believe to be a positive development for our Smart Agriculture Business. In China, infrastructure 
investment has recovered quickly, and 2 trillion yuan in infrastructure investment has already been 
committed.  
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Although it is extremely difficult to make predictions, we predict an 8% year-on-year decrease in net 
sales due to the impact of COVID-19, despite economic measures. To counter this, our plan reduces 
fixed costs by 3.8 billion yen. In addition, our plan also restrains capital expenditure, reducing 
spending by 40% year-on-year. 

With the expectation that we will be living with COVID-19 for the long term, we will strengthen our 
ability to secure financing, in order to ensure that we have both working and growth capital. We have 
roughly doubled our commitment line from 22 to 42 billion yen, and have obtained a new CP rating 
for commercial paper. We have also issued new corporate bonds of 20 billion yen. 

While exchange rates are also extremely unpredictable, we are assuming rates of 105 yen to the 
dollar and 123 yen to the euro. 
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We formulated a full-year plan under these assumptions, while also taking into consideration factors 
such as the macro-economic environment, economic measures, and cost reductions. The graph on 
the right shows our actual performance for the first quarter, and our plans for the first half and full 
year. The middle graph shows fiscal year 2019, while the left graph shows fiscal year 2018, for 
reference. 

Based on the recovery trend from April to June in the first quarter, we expect to be profitable in the 
second quarter. We expect net sales of 56 billion yen and an operating loss of 1.9 billion yen for the 
first half. This assumes an operating income in the second quarter that moves us from a 2.3 billion 
yen loss in the first quarter to a 1.9 billion yen loss in the first half. 

For the full year, we expect net sales of 128 billion yen and an operating income of 3 billion yen, going 
from an operating loss of 1.9 billion yen in the first half to an operating income of 4.9 billion yen in the 
second half. 

COVID-19 had a major impact on our fourth-quarter performance in fiscal year 2019. As a result, we 
posted net sales of 69.4 billion yen and an operating income of 1.6 billion yen in the second half of 
fiscal year 2019. We expect to increase our net sales and operating income year-on-year in the 
second half of fiscal year 2020, and for the recovery to continue. We plan to turn a profit in the second 
quarter, and increase the scale of the profit in the third and fourth quarters. 

Although it may seem that we expect excessive year-on-year increases in both sales and income, 
we would like you to compare our figures with fiscal year 2018, since the second half of fiscal year 
2019 was affected by COVID-19. 
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In the second half of fiscal year 2018, we posted net sales of 78.4 billion yen, and an operating income 
of 8.3 billion yen. Thus, when we compare net sales of 78.4 billion yen in fiscal year 2018 to 72.0 
billion yen in fiscal year 2020, and an operating income of 8.3 billion yen in fiscal year 2018 to 4.9 
billion yen in fiscal year 2020, it shows that we would still be in recovery and the return to former 
levels have not yet been achieved. 
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Here are the figures. We expect net sales of 128 billion yen, an operating income of 3 billion yen, an 
ordinary income of 1 billion yen, and to break even with a net income of 0. We plan to reduce our 
annual dividend from 24 yen in the previous year to 5 yen. 
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This shows the plan for the full year by business. 

As I mentioned earlier, we are only providing a plan for net sales and operating income by business 
for the first half. 
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This is an analysis of year-on-year changes in full-year operating income. Compared to an operating 
income of 5.4 billion yen in the previous fiscal year, this fiscal year we expect an operating income of 
3 billion yen, for a year-on-year decrease of 2.4 billion yen. I will analyze this change according to 
four factors. 

We expect sales volume and product mix to account for negative 6.5 billion yen due to the impact of 
COVID-19, cost reduction to account for positive 0.8 billion yen, fixed cost reduction to account for 
positive 3.8 billion yen, and FX effects to account for negative 0.5 billion yen. The resulting forecast 
is 3.0 billion yen for fiscal year 2020, a total decrease of 2.4 billion yen from the 5.4 billion yen in the 
previous fiscal year. 
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Before discussing our focus areas for each business, I would like to touch on the impact that COVID-
19 has had on our Mid-term Business Plan. 
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The management vision of our Third Mid-term Business Plan—Expand our businesses and solve the 
societal challenges within the growing markets of Healthcare, Agriculture and Infrastructure—is intact. 
However, COVID-19 will inevitably affect the timeline of this vision. 

Meanwhile, we believe there are some tailwinds from COVID-19 to the growth scenario of “Expand 
our businesses and solve the societal challenges” along with the following keywords: social distancing 
responses, essential businesses, and economic restoration. 
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Here is a small breakdown of the tailwind in our mid-term scenario. 

The infrastructure construction field is related to our Positioning and Smart Infrastructure Businesses. 
We believe the impact of COVID-19 will be limited because these are essential businesses. When 
infrastructure investment that is essential for economic restoration increases, this will make labor 
shortages even more severe, which will spur more rapid adoption of automation technology by IT 
construction. 

As an essential business, there is steady demand in the field of agriculture. Labor shortages caused 
by travel restrictions will spur more rapid adoption of Auto Steering System 

The field of healthcare pertains to our Eye Care Business. Although COVID-19 will have a huge 
impact over the short term, the increase in the number of patients with eye diseases will not change. 
The new demand for social distancing is a positive factor for the Eye Care Business, because it 
matches perfectly with our increased focus on tele-optometry. 
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Now I will talk about each business, separately. 

In the Positioning Company, our plan for the first half of fiscal year 2020 is net sales of 29.7 billion 
yen and an operating income of 1.3 billion yen, for a year-on-year decrease in both sales and income. 

The graph on the right breaks down these numbers by quarter, showing actual results for the first 
quarter and our plan for the second quarter. Our outlook for the second quarter is for a definite 
recovery. We expect net sales to increase by 6% to 15.3 billion yen, and for operating income to 
increase by 36%. 

Next, I would like to speak about our specific focus areas. 
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The left side of the page shows the construction-market indices from the Dodge Data & Analytics 
report and EU construction. Both indices hit bottom in April, and have been recovering since May. 

The right side shows the agriculture market, with the top showing the U.S. and the bottom showing 
Europe. Both hit bottom in April and have been rising since May, and we believe that we are now 
experiencing a tailwind. 
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Next, I will discuss our initiatives to capture new demand related to the economic recovery. Starting 
with initiatives in the U.S., there is a program with a total budget of 1.5 trillion dollars, of which 300 
billion dollars is budgeted to infrastructure improvement such as roads and bridges. 

With this level of demand for infrastructure, labor shortages are inevitable. Our business and product 
lineup help improve productivity and save labor. For example, our products include automation 
systems such as dozers, excavators, and asphalt pavers. We see the increased adoption of such 
laborsaving products, and the chance to meet demand through the introduction of IT Construction as 
our business opportunities. 
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Next, I will turn to the Smart Infrastructure Business. 

Our plan for the first half of fiscal year 2020 is net sales of 14.3 billion yen and an operating income 
of 1.5 billion yen, for a year-on-year decline in both sales and income. 

Please turn to the breakdown by quarter in the right-hand graph. In the second quarter, we expect 
net sales to increase by 27% and an operating income to increase by 425%. This is an extremely 
large level of growth, and we forecast a remarkable recovery in the second quarter. 

Two factors behind this outlook are the boost from the supplemental budget in Japan’s National 
Resilience policy, as part of our aggressive capturing of infrastructure demands in Japan, and the 
adoption of IT Agriculture and the Auto Steering System in Japan. Later, I will talk about areas that 
are receiving greater adoption, in part through support from the government. 
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Japan’s National Resilience and an increase in i-Construction work are giving our businesses a boost. 

Demands that were postponed when Japan declared a state of emergency have steadily begun to 
be captured. Furthermore, Japan’s National Resilience, with a project scale of roughly 7 trillion yen, 
includes measures to prevent landslides and other disasters by maintaining dams, large-scale 
underground reservoirs, and key infrastructure by acceleration of the shift to IT Construction (or i-
Construction) helps compensating for the shortage of skilled engineers. 

The number of i-Construction contracts published by Japan’s Ministry of Land, Infrastructure and 
Transport has been growing since fiscal year 2016. At a national level, roughly 2,400 contracts were 
offered in fiscal year 2019. The percentage of government contracts implemented i-Construction, 
which is a measure for ability of implementation, has grown from 36% in fiscal year 2016 to 79% in 
fiscal year 2019. 

In 2016, only 36% of approximately 1,600 offered contracts were implemented i-Construction. This 
was due to the lack of contractors who were capable for i-Construction work. In fiscal year 2019, the 
percentage increased to 79%, and the number of contracts is expected to further increase. 

In addition to the national government contracts, some are managed by local governments. Although 
local governments offered almost no contracts in fiscal year 2016, they offered a total of 3,970 in 
fiscal year 2019. However, the level of implementation of i-Construction by local governments is 
insufficient. This is because in the case of local governments’ work, many local construction 
companies do not have IT construction machinery or systems, and as a result, the implementation 
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rate is extremely low, at 29%. Consequently, the demand for such works is extremely high, and we 
are confident that we will capture this demand, going forward. 
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The Ministry of Agriculture, Forestry and Fisheries is providing 20 billion yen subsidy as a Business 
Continuity Program to farmers, and this program is promoting the introduction of labor-saving 
machinery. Also the retrofittable Auto Steering System is extremely popular in NOUCHI-KOSAKU 
KAIZEN JIGYOU, the project for improving conditions for agriculture, which has been budgeted 25 
billion yen. We expect a continued growth of IT agriculture in fiscal year 2020. 
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Last, I will discuss the Eye Care Business. 

Our plan for the first half of fiscal year 2020 is net sales of 17 billion yen and an operating loss of 2.5 
billion yen. However, we expect a large growth of 70% in net sales in the second quarter, compared 
to the level of 6.3 billion yen in the first quarter. 

We have no doubt that we will be in a recovery trend in the second quarter. Although we expect a 
loss of 0.6 billion yen in the second quarter, thus remaining in negative territory, the loss will be much 
smaller than the 1.9 billion yen in the first quarter. Under these circumstances, our focus area is to 
expand global sales of tele-optometry. I will discuss this in more detail momentarily. 

We will begin to strengthen sales in the second quarter and onward, under the assumption of a market 
recovery and early normalization in our Chinese business, as well as the good response we are 
receiving from our Screening Business, which we have been focusing on. 
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I will now discuss our expansion of global sales of tele-optometry. We have been involved in tele-
optometry for some time, and this matches the demand created by social distancing. 

Conventionally, when customers visit optical stores to get their vision tested and have eyeglasses 
made, optometrists use systems that switch lens combinations in front of the customer’s eyes. This 
requires extremely close face-to-face contact, which is now being avoided. 

Using the cloud, tele-optometry systems enable the equipment that the optometrist uses to test the 
customer’s vision to be located far from the optometrist. We have marketed these systems overseas, 
particularly in the U.S. and Europe, and worked to create a new business. 

These systems can be used as-is, now that social distancing is required. Instead of needing to be 
near an optometrist to have their vision tested, customers can get their vision tested easily, at any 
location, simply by using a tablet and connecting to the cloud. 

These systems are gaining popularity due to their ability to immediately support social distancing. 
Although COVID-19 has had a major impact on the Eye Care Business in fiscal year 2020, we believe 
that this is one of the strategies for turning the situation around.  
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Our business in China is recovering rapidly, and we will strengthen our sales in China, where the 
market is normalizing at a quickest pace. The bar graph on the slide shows our sales in China over 
time. Although the impact from COVID-19 was slight in January, sales plummeted in February and 
March. 

In April, the demand that had fallen in February and March surged back to make a major recovery. 
Sales then leveled off somewhat in May and June, showing clearly that demand has returned to 
normal. Our sales in China grew substantially during the previous fiscal year, and have been 
contributing to the net sales of the Eye Care Business, as a whole. We have great expectations that 
the normalization we have seen here will lead to a large improvement, going forward. 

In addition, we also began a reorganization last year to enhance our sales network in China, which 
was completed at the end of June. We believe that the synergy between the rapid normalization of 
the market that occurred after the lockdown was lifted and our enhancements to our sales and 
distribution structure will lead to even greater sales growth. 

This concludes our detailed business plan by segment. 
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I will share a topic. 
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A new outside director was elected at our shareholders meeting held in June. This increases our 
number of outside directors to four, and with the current total Board of Directors membership of nine, 
outside directors now make up 44% of our board. 

Mr. Yoshiharu Inaba is Representative Director and Chairman of FANUC CORPORATION. As you 
are well aware, FANUC is a robotics manufacturer that is famous for ultra-high-precision machine 
tools and CNC. 

FANUC CORPORATION is a pioneer in the automation of general-purpose machine tools and the 
factory-automation revolution. It is a global leader with large market shares of over 50%, both in 
Japan and internationally. 

Mr. Inaba is a person who made the change from analog to digital through general-purpose machine-
tool automation systems, or CNC. Accordingly, we have high expectations that he will provide us with 
accurate advice, based on his knowledge and experience, in order to propel Topcon’s IT Construction 
and IT Agriculture business forward. 
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In closing, I will summarize today’s presentation. 
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This is our closing summary. Although our plan for the first half of fiscal year 2020 is net sales of 56 
billion yen and an operating loss of 1.9 billion yen, we expect to turn a profit in the second quarter, 
on a quarterly basis. In the second half, we expect to increase sales and income as our recovery 
continues, with net sales and operating income for the full year of 128 billion yen and 3 billion yen, 
respectively. 

 

This concludes our report on our results from the first quarter and our plan for the full fiscal year. 

Thank you very much for your time. 
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Questions and Answers 

 

<Common subject matters> 
Q. Earnings forecast: Are the economic measures in each country (p. 12 of the slides) actually in 

play in business negotiations? When do you expect their effects to appear in your sales 
numbers? 

A. It seems that some contracts are starting to be placed for work, in anticipation of budgets from 
economic recovery measures. We believe the effects will appear in the third to fourth quarter. 

Q. Earnings forecast: Your long-term numerical vision is net sales of 250 billion yen and an ROE 
of greater than 15% by fiscal year 2025. Has your forecast on this changed? 

A. We have not changed our Long-term Goal. However, some impact on our timeline is inevitable, 
and it will be extremely difficult to meet our fiscal year 2021 targets. Conversely, we think it is 
possible that there will be tailwind for our 2025 target.  

Q. Cost management policy: You said that you will reduce fixed costs by 3.8 billion yen over the 
full year (p. 17 of the slides). However, you decreased costs by 2.4 billion yen in the first quarter 
(p. 6). Why will the size of the reduction be smaller over the following nine months? 

A. We were able to make a large reduction to SG&A in the first quarter, because this was a special 
case where, due to lockdowns and other factors, we were able to make major savings in business 
travel and other expenses. Our earnings forecast includes plans to increase sales in the third 
and fourth quarters. Accordingly, although we will continue to reduce costs, we expect costs to 
increase in a manner that is commensurate with our increases in sales. 

Q. Cost management policy: How much do you plan to reduce SG&A? 

A. Nearly all of the fixed cost reduction of 3.8 billion yen in the operating income year-on-year 
breakdown is from SG&A. 

Q. Cost management policy: Did COVID-19 change your method of controlling fixed costs? Until 
now, your policy was to uncover future growth potential through upfront investment. What is your 
policy, going forward? 

A. COVID-19 caused a drastic drop in sales. We responded by thoroughly controlling SG&A, R&D, 
and other expenses. Although R&D expenses are vital, we will be selective, thinking carefully 
about the timeline for effects to the top line, while making adjustments from both short and long-
term perspectives. Alternatively, we will consider how to grow our businesses while controlling 
investment costs. 
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<Positioning Company/Smart Infrastructure Business> 
Q. IT Construction: Were the decrease in sales to OEM clients of construction equipment smaller 

compared to the third and fourth quarters of last year? What is the outlook beyond the second 
quarter? 

A. Although we cannot control OEM clients, aftermarket demand has recovered considerably 
despite COVID-19. For this reason, we believe that OEM demand will also recover, although 
some lag time is expected. 

 

<Eye Care Business> 
Q. Tele-optometry: What is the scale of your tele-optometry system business? Can this business 

model become one of the pillars of your business? What will the scale of the business be in 2021 
and 2025? 

A. Tele-optometry primarily targets large optical store chains. We expect to make sales through 
selling systems and subscriptions. One contract can yield sales ranging from several hundred 
million to one billion yen. Some customers may need to level the load on the optometrists in their 
chains nationally, and there may be cases where our on-staff optometrists provide optometry 
services. In that sense, we offer our customers flexible options, and the size of our sales will vary 
greatly depending on their choices. We are confident that this business can become a pillar for 
us, and while we have been advancing tele-optometry by making upfront investments, life with 
COVID-19 has created a need for social distancing. Until now, optical stores have generally 
worked to bring customers into the store; however, they have now switched to appointment 
systems. There is a real sense that there is an extremely strong demand to conduct business as 
efficiently as possible, within their limited capacity. In this sense, although it may be indelicate to 
say, COVID-19 has actually accelerated the switch to currently available digital services, and we 
feel that digitalization will be achieved sooner than we originally expected. I will refrain from 
commenting on the concrete size of the business in 2021 and 2025. 

Q. Screening Business: Patients are avoiding visits to ophthalmologists due to COVID-19. Don’t 
you think that this will increase the demand for services offering cloud-based telemedicine? 

A. Exactly. In addition to the demand from customers to avoid visiting clinics, no matter how much 
more efficient optical stores can become, their customer capacity will certainly be lower. Under 
these circumstances, a key management challenge for these stores is to increase sales per 
customer, and I think screening services are attracting attention for just this reason. While it is 
true that sales of our “3D OCT-1 Maestro” for Screening Business were not as active in the first 
quarter as previously, demand has recently become extremely strong. 

Q. Screening Business: In response to COVID-19, there have also been moves to loosen 
regulations on telemedicine in Japan. Are there any signs of insurance related matters to 
advance Screening Business? 

A. “IDx-DR,” which is the first U.S. FDA approved AI software for diagnosing diabetic retinopathy  
requires the use of our retinal cameras. We expect an insurance reimbursement code to be 
assigned in January of next year. We predict that once it is covered by insurance, AI diagnostic 
software will be adopted in the U.S., for example by physicians, drug stores, and optical stores. 
In response to COVID-19, in April the FDA announced and introduced a fast-track process for 
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regulations relating to telemedicine. In this manner, governments in Europe and the U.S. are 
promoting equipment and services for telemedicine. 

Q. Screening Business: What is your sales forecast given the delay of large sales? Am I correct in 
understanding that the number of units that you ship this fiscal year will remain unchanged? 

A. Outstanding shipments currently remain delayed due to COVID-19. On the other hand, we are 
gradually beginning to see movement in business talks for the 3D OCT-1 Maestro for Screening 
purpose. 

Q. 3D OCT: What is your forecast for sales of the Maestro, compared to the previous fiscal year? 
A. I believe that we will sell close to the same number of units as in the previous year. 

Q. Earnings forecast: In the second quarter, you expect net sales and operating income to each 
decrease by roughly 1 billion yen year-on-year. Will fixed costs increase significantly? In the first 
half, you expect net sales to fall by roughly 5 billion yen year-on-year, and operating income to 
fall by roughly 3 billion yen year-on-year. What is the reason for the large decrease in income? 

A. The Eye Care Business was particularly hard-hit by COVID-19 in the fourth quarter of the 
previous year, and sales fell significantly. As a result, a large amount of inventory was left over 
at the end of the last fiscal year, and we have been performing inventory adjustments in the first 
and second quarters of this year. This has declined production operating ratio, leading to a 
decline in operating income. 

 


