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My name is Yoshida.

Today I would first like to explain the consolidated financial results for the second 

quarter of the fiscal year ending March 31, 2020, and then Mr. Kainuma, 

Representative Director, CEO & COO, will explain the highlight including business 

updates.
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Consolidated net sales for the second quarter of the fiscal year ending March 31, 

2020, was up 18.3% year on year and 36.7% quarter on quarter to total 279,473 

million yen. Net sales hit the quarterly record high.

Operating income was down 1.3% year on year and up by 5.3 times higher than the 

previous quarter to total 19,372 million yen. Profit for the period attributable to owners 

of the parent was down 12.9% year on year and up by 6.1 times higher than the 

previous quarter to total 13,916 million yen.

Currency fluctuations brought net sales down an estimated 6.1 billion yen quarter on 

quarter and 7.5 billion yen year on year. It also brought operating income down 1.8 

billion yen quarter on quarter and 3.0 billion yen year on year.
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This is the quarterly trend in net sales, operating income and operating margin.

The bar graph on the left is net sales, and the one on the right is operating income 

along with a line chart for the operating margin.

The operating margin for the second quarter was down 1.4 percentage point year on 

year but up 5.1 percentage point quarter on quarter to reach 6.9%.

However, expenses including business integration cost of U-Shin totaling 

approximately 0.8bn are accounted for as a special factor in the second quarter, 

otherwise the operating margin would be 7.2% if these expenses were excluded.

Also, please note that figures of the fiscal year ended March 2018 are based on 

JGAAP and are provided for your reference so that you can look at past figures.

The same applies hereinafter.
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Here shows the difference between the initial forecast as of May and actual results 

for net sales and operating income by business segment for the second quarter.

The machined components business segment saw lower-than-expected net sales 

primarily for ball bearings due to the macroeconomic slowdown. Sales for the 

electronic devices and components business segment were also lower than 

projected, mainly for motors and sensing devices. The Mitsumi business' sales, on 

the other hand, were higher than projected mainly due to increased shipments of 

mechanical components. The U-Shin business saw lower-than-expected sales due to 

a significant slowdown in production as a result of the slump in automobile market 

especially in China.

Operating income for the machined components business segment fell short of the 

forecast as the lagging rebound in demand for ball bearings used in fan motors kept 

sales volumes down. Operating income for the electronic devices and components 

business segment was just about on target. The Mitsumi business enjoyed higher-

than-expected operating income as a result of increased sales. The U-Shin business, 

on the other hand, saw lower-than-expected operating income due to a drop in sales.
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Now let’s take a look at the results by segment, starting with machined components 

business segment.

On the left is a graph indicating quarterly net sales trends and on the right is a graph 

with a bar chart quarterly operating income trends along with a line chart for 

operating margins.

Net sales for the second quarter decreased 2% from the previous quarter to total 

45.1 billion yen. 

Ball bearing sales decreased 2% quarter on quarter to total 29.2 billion yen. External 

shipments of ball bearings totaled 185 million units per month on average. Despite 

the slower-than-expected recovery of demand for ball bearings used in fan motors, 

demand remained up in the automobile market.

Sales of rod-ends/fasteners, totaling 9.6 billion yen, were down 4% over the previous 

quarter. Business for the aircraft industry, especially small and medium-sized aircraft, 

remained steady. 

Sales of pivot assemblies increased 2% quarter on quarter to reach 6.4 billion yen. 

Pivot assemblies steadily contributed to our bottom line as we held on to an 80% 

plus market share.

Operating income for the quarter totaled 10.2 billion yen, and the operating margin 

was 22.6%. While this represents a 0.6 percentage point decrease in the operating 

margin, operating income declined 5%. Looking at the results by product, we see that 

operating income for ball bearings, rod-ends/fasteners, and pivot assemblies all fell 

slightly quarter on quarter.
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Now let’s look at the electronic devices & components segment.

Net sales increased 30% quarter on quarter to reach 101.3 billion yen.

By product, sales of motor were about the same as last quarter, at 45.7 billion yen. 

Electronic devices sales increased by 2.1 times to total 46.4 billion yen. This was 

primarily due to peaking demand for new LED backlight products from our major 

customers. Sales of sensing devices were about the same as what they were last 

quarter, at 8.2 billion yen.

The segment recorded an operating income of 6.7 billion yen and an operating 

margin of 6.6%. Looking at the results by product, we saw that operating income for 

electronic devices and all other products rise quarter on quarter.
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Let’s look at the performance for the Mitsumi business segment.

Net sales increased 2 times over the previous quarter to total 100.9 billion yen.

Net sales increased for all products, mainly due to mechanical components and 

optical devices.

Operating income for the quarter totaled 7.1 billion yen, and the operating margin 

was 7.1%. Operating income rose as with the sales.
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Finally, let's look at the U-Shin business segment.

Net sales decreased 7% from the previous quarter including the pre-merger results, 

to total 32.1 billion yen. This was due to a significant production decline as a result of 

a slowdown in the automobile markets in China, Europe, and elsewhere.

There was approximately 0.4 billion yen one-time-expenses in second quarter related 

to special factors such as business integration expenses and ramp-up expenses for 

new products. One-time-expenses for full year is expected to be approximately 1.0 

billion yen.

Operating income for the quarter totaled 0.5 billion yen, putting the operating margin 

at 1.6%. While this represents a 1.7 percentage point decrease in the operating 

margin, operating income declined 50%.



11

The bar graph here shows trends in profit attributable to owners of the parent while 

the line graph charts changes in the profit for the period per share.

The profit for the period was 13.9 billion yen. Earnings per share was 33.5 yen.
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Next we have the quarterly inventory trend.

At the end of second quarter, inventories totaled 181.4 billion yen, which is 7.0 billion 

yen more than what it was three months ago.

Inventory of 15.9 billion yen was included from the consolidation of U-Shin.
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This graph contains a bar chart showing trends in net interest-bearing debt, which is 

total interest-bearing debt minus cash and cash equivalents, and a line chart 

indicating free cash flows.

At the end of the second quarter, net interest-bearing debt, totaling 97.9 billion yen, 

was up 76.2 billion yen from what it was at the end of the previous fiscal year.
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This is a summary of the forecast for the fiscal year ending March 31, 2020.

While we expect sales to pick up primarily for some products in the second fiscal 

half, global economic trends remain hard to pin down due to currency movements, a 

worldwide decline in automobile shipments, and other factors on top of trade frictions 

that have cast clouds of uncertainty over our markets. In light of this backdrop, we 

have revised our second fiscal half and full-year forecasts.

The exchange rate assumption is assumed to be 108 yen to the U.S. dollar.
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This slide shows the forecast by business segment.

We made revision for each segment as well.

This is all for my presentation.
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Hello everyone, I’m Yoshihisa Kainuma and I would like to talk about our current 

financial performance as well as management strategies.



As shown on the slide, although the automobile, machine tool, and home appliance 

markets were hit hard by the macroeconomic slowdown, sales in the smartphone 

and game markets buoyed our overall performance, and that's the first fiscal half in a 

nutshell.

On a brighter note, most industries are showing signs of recovery. The 

semiconductor business is as described earlier, and bearing sales have hit the 

bottom.

I must also report that U-Shin unfortunately did not perform as projected due to the 

fact that the automobile industry experienced significant profit losses across the 

board. We operate two factories in China and supply products to Chinese, American, 

and various other automobile manufacturers, but our production has fallen sharply 

due to the quick downturn in the automobile market. In addition to that, we incurred 

one-time costs related to the launch of a new model in Europe which is expected to 

grow into a new core business that will boost U-Shin's performance.

We continue to focus our M&A strategy on core businesses while giving back to 

shareholders as I will explain later on.
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We expect sales to grow this fiscal year despite a dip in profits and want to make 

sure we hit the one-trillion-yen sales mark a year ahead of schedule. Smartphone 

and game related sales have been better than expected and will drive revenue up 

this fiscal year.

Operating income for the first fiscal half totaled 23.0 billion yen, which is 4.0 billion 

yen shy of our 27.0-billion-yen target. The electronic devices and components as well 

as Mitsumi business segments generated greater profits than projected but were also 

hit by one-time costs incurred by U-Shin and the downturn in the automobile market 

as noted earlier. While we claim quite a big share of the ball bearing market, 

production drops when the economy slows down, and the slower-than-expected 

economic recovery has had an adverse impact on our bottom line.

Performance for the second fiscal half should be on target. The game and 

smartphone markets have been thriving which is the exact opposite of what they 

were doing last fiscal year. Smartphone sales were not exactly proportionate to 

production last year, but now we can really see sales steadily climbing. Bearing sales 

were buoyed by capital investments related to 5G and IoT, plus inventories in supply 

chain were getting low. We also have high hopes that widespread use of inverter 

ACs will boost bearing sales in China.
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The red line indicates year-on-year external ball bearing shipments. As you can see, 

while sales dropped sharply in the first fiscal half and hit bottom in the first quarter, 

they are quickly recovering on a monthly basis. We’ve gotten tentative orders for 200 

million units from external customers for next January, so things will be quite different 

from last January. Last year, external shipments amounted to 200 million units in 

August, 203 million units in September, and 199 million units in October. This year, 

external shipments reached 179 million units in August, 194 million units in 

September, and 195 million units in October. The year-on-year difference, which was 

21 million units in August, was narrowed down to just 4 million units in October. As I 

always say, bearings are an economic indicator for us with their sales being the last 

one to fall and the first to climb back. In fact bearing sales are actually moving in that 

direction, so I’d say things are looking up.

They say annual sales of HDDs may hit 200 million units by 2025. We should be able 

to hold off on building a new factory to meet this decreasing demand while shifting 

our current capacity from internal to external ball bearing shipments to boost our 

profit margin.

19



For your reference, this slide shows a year-on-year comparison with other industries, 

which is based on publicly-available information. Bearings share a very similar trend 

with semiconductors and OEM/ODM, and we can assume that they are all bottoming 

out.
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In the electronic devices and components business segment, the motor business 

isn't doing so well but LED backlight sales are up. Fan motor sales are expected to 

bounce back soon.

21



In the Mitsumi business segment, sales of game-related products are booming. We 

are seeing a trend where a growing number of optical devices are being equipped 

with multiple cameras, autofocus front cameras, large diameter lenses, and new 

systems. Although we have been telling the world that we would not be overzealous 

in trying to bring in orders for optical devices, when it comes to our sub-core 

businesses, we will now put a greater focus on optical devices on the assumption 

that LED backlight sales will gradually decline.

The good news is that our analog semiconductor business is on track and that, 

according to a preliminary report, last month’s profits are expected to exceed 400 

million yen. Although analog semiconductors are positioned last in our Eight Spear 

products, their rank among the Eight Spears should move up.
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In the U-Shin business, we will turn CSD, flash handles, E-Access products, and 

home security locks, which are noted on the slide, into electrical systems. That's 

what we specialize in, and we'll concentrate on doing that in order to help U-Shin 

grow by leaps and bounds. We have already started providing various kinds of 

support for development and launching. It's been taking time since we can't just 

change the production process for automobiles. On top of that, we have been hit 

really hard by the slowdown in the automobile market, but we believe now is the time 

to realize synergy through the integration of our technologies so we can better seize 

the next opportunity that comes along.
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We decided to pay an interim dividend of 14 yen. If we pay a dividend of 14 yen at 

the end of the fiscal year out of our estimated operating income of 67 billion yen for 

the year, the consolidated dividend payout will come to around 20%, which is within 

our normal range of 17.5-22.5%.
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We will buy back shares within a year. Although we haven't bought back any shares 

yet due to various restrictions, we will do so as a way to give back to shareholders 

once we are free from those restrictions.
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