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Presentation 
 

MC: We would now like to begin LIXIL Corporation’s financial results briefing for Q3 of the fiscal year ending 
March 2025. 

This briefing is being conducted via live internet streaming. Thank you. 

I would now like to introduce today's attendees. Mr. Kinya Seto, Director, Representative Executive Officer, 
President and CEO. 

Seto: Thank you. 

MC: Next, Ms. Mariko Fujita, Executive Officer, Executive Vice President, and CFO. 

Fujita: Thank you. 

MC: Next, Ms. Aya Kawai, Leader, Investor Relations Office. 

Kawai: Thank you. 

MC: My name is Setoguchi from the IR Office, and I will be the moderator for today's session. 

Please refer to the presentation materials posted on the Company's website and in the Investor Relations 
section of the Company's website. 

First, let me explain today's proceedings. First of all, Mr. Seto, President and CEO, will give an overview of the 
financial results. This will be followed by a question-and-answer session. 

The event is scheduled to end at 6:00 PM. Now, Mr. Seto will give an overview of the financial results. Mr. 
Seto, please begin. 
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Seto: I will now explain the details of the financial results for Q3 of the fiscal year ending March 2025. 

In conclusion, revenue and core earnings increased YoY. 

In the Japan business, the environment remains harsh, and the number of new housing starts is sluggish. 
Despite this, we achieved this result because of the steady increase in the number of renovation business, we 
believe. Compared to four years ago, the renovation ratio has increased from about 37% to 47%. 

In the past, because of our company's inevitably high ratio of new housing-related sales, including sashes, 
doors, and interiors, our renovation sales accounted only for about 30% of our total sales. As a result of steady 
efforts, the number has risen to this level, and it has been solid even at this time. I think this is a source of 
reassurance for the future as well. 

In addition, the environment for the international business is also very bad. Europe, USA, China, Asia, mostly 
bad. I believe only the Middle East and India can be considered good. 

However, I am happy to see that Europe has improved as a result of the effects of structural reforms and an 
increase in the market share of sales, and that the Middle East has been able to capture growth. 

On the other hand, we think it is the US that has struggled a bit more than the market. In the US, demand was 
sluggish, but in December, there was unauthorized security access by a third party. As a result, we had to 
restore the encrypted data of the servers by ourselves, which had a considerable impact on shipments.  
Although things are now back to normal, the US suffered a decline in revenue and profit in December due in 
part to this impact. 
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Then again, China was not much better, reflecting the environment. However, I believe it was Europe, the 
Middle East, and India that were good enough to make up for it. 

Profit attributable to owners of the parent was also actually worse than the previous year due to higher tax 
expenses, but the company returned to profitability in Q3. On the other hand, operating cash flow and EBITDA 
continued to improve, with free cash flow improvement of JPY46.1 billion YoY and EBITDA rising to a level 
close to JPY100 billion. 

 

Although revenue increased, the figures are almost the same if the effect of exchange rate is excluded. But as 
for core earnings, LWT in particular did well both in Japan and the international markets, posting an increase 
of JPY4.3 billion for Q3 and JPY12.2 billion for the nine months. 

On the other hand, the LHT business had a difficult time with low new housing starts, and since it is a business 
that relies heavily on new housing starts, it struggled considerably from April to September. There were, 
however, signs of improvement in October, resulting in a decrease in core earnings of only JPY0.8 billion from 
October to December. 

As for EBITDA, we achieved JPY93.7 billion, which I think is a good number. 

And as for profit, JPY4.3 billion, this is still a worse figure YoY because of the increase in tax expenses. 
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One thing you should see in the consolidated business results is a steady recovery in gross profit. Last year, it 
was 32.3% is now 33.1%, and taking just the last three months, it is 33.9%, which is an improvement. 

As for EBITDA, we believe that we are steadily generating cash, with JPY87 billion up to this time last year 
amounting to JPY93.7 billion, and JPY41.4 billion in the last three months alone. 
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As for business, as I mentioned earlier, LHT struggled a bit more than LWT because of the large number of 
new housings-related sales, but it picked up a lot in October through December. 
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On the other hand, interest-bearing debt increased slightly. As a result, the equity ratio is 33.2%. 
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Cash flow, especially free cash flow, improved by JPY46.1 billion YoY, and we believe we are doing well here. 

That is my explanation. I would like to explain the other details, including the explanation that follows, in 
response to your questions. 

Thank you. 
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Question & Answer 

 

MC [M]: We will now begin the question-and-answer session. In order to encourage more people to ask 
questions, we will limit the number of questions to two per session in a one-question, one-answer format. 

The first question. Ms. Okada from Goldman Sachs Securities, please ask your question. 

Okada [Q]: I have two questions: regarding the corporate tax rate that you mentioned earlier, it was 41% in 
Q3 of the previous fiscal year and 78% this year, which is quite high. I would like to know the background and 
the premise of the tax rate at the end of the period. 

Fujita [A]: At the end of the last fiscal year, in March, our US subsidiary reversed its deferred tax assets (DTA). 
This makes it impossible to take tax benefits, a situation that has continued into the current year. This has 
resulted in an increase in tax expenses, which is due to the accounting treatment of the tax. 

This is now a situation where no DTA can been accumulated, so it is expected that this will continue. That’s all 
from me. 

Okada [Q]: What is the assumption for the tax rate for the full year? 

Fujita [A]: I assume that it will be close to the current situation. It depends on the direction of the US business, 
and that will probably change, but for now, if the current situation continues, it is likely to be in the same 
form. 

Seto [A]: When the US business is in the red, the tax rate appears to be higher because the tax effect is not 
taken off for the deficit portion of the US business. Therefore, the key for us is to make our US business 
profitable or not, which will lead to a lower tax rate. 

Okada [Q]: Am I correct in saying that if the company becomes profitable during this fiscal year, the tax rate 
will naturally come down? 

Seto [A]: Yes, that's correct. So, there is probably a two-fold effect: first, when the company is in the black, 
the portion of the surplus is positive in a way that we do not pay taxes for that portion. On the other hand, if 
the surplus can be sustained to some extent and become established, this time the tax effect part will return 
to normal, and the negative factors for last year's Q4 will eliminate. 

Okada [Q]:  

Second, you mentioned that the structural reforms in the US and Europe are having an effect. I would like to 
know to what extent the margin has improved in the Q3 financial results. And also, if the effects of structural 
reforms will be more pronounced in the next fiscal year than this year. 

Seto [A]: Let me talk about the numbers later, but first of all, the effects in Europe have already been quite 
positive this fiscal year, and in the US, we are currently working on full-scale structural reforms. We would 
like to complete it this Q4 if possible, and we think that if this is completed, it will be rather effective next 
year. I think of Europe as this year, the US as next year, and so on. 

Kawai [A]: I would like to add a little more about the numbers. 
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The breakdown of SG&A expenses is included at the bottom of page four of the financial results presentation. 
Excluding the effect of foreign exchange, the international business was minus JPY4.7 billion, and although 
there were some reductions in outsourcing and other expenses, personnel expenses accounted for a large 
portion of the total. I think it is safe to say that the reductions we have been making since last year are 
reflected in this figure. 

Seto [A]: I think it is not only our company, but companies all over the world are experiencing an increase in 
labor costs, and in terms of SG&A expenses, even if the same number of people are employed, SG&A expenses 
are going up. In the case of our company, the additional JPY8 billion in Japan does not mean that we are 
increasing our costs, but rather that our costs are rising as a result. 

In the case of international business, on the other hand, the negative JPY4.7 billion was due to the higher 
inflation ratio in international markets, so in a sense, we believe that this is an effect of a reduction in what 
would have been a very high international SG&A expense if nothing had been done for international. 

MC [M]: I will move on to the next question. SMBC Nikko Securities, Mr. Kawashima, please. 

Kawashima [Q]: I am Kawashima from Nikko Securities.  

There are two things, one is the profits of the LHT Japan. Taking only Q3, profits declined, and although 
window renovations are contributing, other areas are in a difficult situation. As for your future thinking, 
although this window renovation subsidy will continue in the next fiscal year, if it eventually falls, then you 
may need to increase the profitability of the building business a little more, and so on. The exterior business 
is quite tough amid the current severe situation in consumption and the housing market. Although a short-
term profit from price rise or recovery in building business is expected, rather difficult development is 
anticipated in the long run. The first question is: What are your plans for the future regarding the current 
circumstance?    

Seto [A]: First of all, regarding subsidies, it has been decided that JPY135 billion will be provided again this 
year. According to the current Cabinet decision, the first three years of the plan are for intensive investment 
in windows, followed by a comprehensive investment in products for even more effective heat insulation until 
2030, so in that sense, I believe that subsidies for thermal insulation products will continue until 2030, if the 
Cabinet decision is complied with. 

In this context, when it comes to windows, to be honest, they are still not well known. According to our survey, 
only about 20% of the respondents were aware that it is possible to renovate windows, so we believe that we 
can expand the market from here. 

As for new housing, over the past three years, the number of owner-occupied new housing starts rapidly 
declined. It fell more steeply than the decline in population. The main reason for this is that the cost of building 
materials rose after COVID-19, making it difficult to build affordable housing for young first-time home buyers. 
In this sense, we believe that these temporary effects are subsiding to some extent. 

So, as you said, the decrease in new housing starts has a direct effect on the LHT, but from our perspective, it 
is difficult to say that the decline will continue in the future. I see a more gradual decline through 2030. 

Meanwhile, as for the building business, the numbers are looking like the best profit numbers in the past. 
There are two reasons for this. One is that the supply of buildings has been lower than the demand for 
buildings, and we are now in a situation where we can selectively accept orders to a certain extent. Also, 
demand for PremiAL, a material made from aluminum scrap that emits less CO2, has been increasing, and we 
are now able to differentiate ourselves from our competitors. 
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On the other hand, I think the areas where we have not been able to perform relatively well are the exteriors 
and interiors. 

In terms of profits, there was a time when almost half of LHT was exterior products, but even though the 
number of new housing starts has decreased in the past, we have not been able to produce enough new 
housing products to meet the increasing demand for exterior products. I think we are facing a difficult 
situation in this area. 

In addition, interior goods are also renovation products, but in our case, the percentage of new housing starts 
is higher than that of other competitors, which is a disadvantage of our interior goods. By establishing the 
Living Business Department, we are focusing on selling to housing agencies and wooden building renovation 
companies. If we can change this structure, in other words, if we can increase the ratio of renovation, I think 
we will be able to increase the effectiveness of our business. 

In terms of the percentage of renovation sales, four years ago, the percentage of renovation was 30%, but 
now the percentage of renovation has risen to 40% of sales. In the long term, we are planning to improve LHT 
by increasing sales in Asia and India, and by increasing the number of new products such as PremiAL and Revia.  

Last year was the first time that the subsidies were granted, and we saw a steep improvement, so I think we 
can make an effort to make it a gradual improvement this year and beyond. 

Kawashima [Q]: Another point is that the profit of  LWT international in Q3 is probably JPY5.2 billion, which 
is slightly lower than Q2. I think the factors in the US may have had an impact, but in reality, is there more 
growth for LWT international than in the previous quarter, or is it still in the red, even excluding the special 
factors for the US? Can you tell us a little more about the situation in the US? 

Seto [A]: First of all, as for the impact of this time, the December impact  from a system outage in response 
to unauthorized security access by the third-party itself does not explain the entire impact, since the direct 
impact to the sales was probably about USD16 million. It is true that the US itself is not good. Aside from the 
structural problems that we originally had, I think that the impact from the election have caused a drop in 
demand, especially in the retail sector during October to December. 

Also, I think we need to look at the bigger picture with regard to the US. As I have said before, the obvious 
weakness of our business, international business, is the US. I think in the US, where we have scale but are not 
making money, and that is where we have done our best. 

One is that we, as a company, have a very high percentage of what we call retail-oriented, highly competitive 
ceramics, toilet business. The second is that, as a result, the bathtub business is becoming a loss-making 
business. 

For our bathtub business, we have only two factories, one in Ohio and one in Mexico. As a result, as you can 
imagine, bathtubs are one of those products where it is difficult to make a big difference in price, and since 
transportation costs are very high, bathtubs are the business where we are most poorly competing against 
competitors. 

Then, I think these two businesses will inevitably become the subject of structural reforms. I cannot talk today 
about how we will restructure these two businesses, but we intend to complete it by the end of this fiscal 
year. 

These two businesses are the part we are the most sensitive to the economy, and the area that tend to fall 
more sharply than the US as a whole. When it falls, the scale of the fall results in a break-even business profit 
margin, which means that we tend to be in the red. That is what we need to change. 
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So, I would like to finish this fiscal year changing the fact that if business returns to, say, 2020 or 2019 levels, 
we will obviously have a very good surplus, but at the current level, we will be structurally in the red. 

Europe is improving steadily. Europe, perhaps as a market, has hardly changed for the worse, except for 
special markets like Spain, for example, but we are able to fight the good fight in that market. 

It is said that the European market will probably not improve until 2026, but we have already begun to grow, 
and the fact that we have grown so much in a bad market makes me think that we can expect a good deal 
from this point on. 

China is of course bad. 

I will probably be able to explain the comparisons between Q2 and Q3 in each region later, but when you look 
at the big picture and consider it in terms of profits, there is nothing we can do unless the US does a little 
better, and we believe that is what we are going to do this quarter. 

Kawai [A]: Explanation regarding the numbers will be slightly more detailed, so I hope to be able to tell at a 
later time. 

MC [M]:  

I will move on to the next question. CLSA Securities, Mr. Mochizuki, please address your questions. 

Mochizuki [Q]: Yes. This is Mochizuki from CLSA. Thanks. 

First of all, one point is simple, but when we look at Q3 results alone, core earnings have almost reached the 
full-year plan, and as for operating profit, since it has been achieved, some people may wonder why there has 
been no revision. So, I would like to know how Q4 results will come out and the reason why there was no 
revision this time. If you have concerns, I think it is probably operating profit, pre-tax income, or quarterly 
income, but I would like to know what you are concerned about, and at what profit line you see the risk. 

Seto [A]: As I have explained from earlier, we are now working on structural reforms in the US, and how soon 
can we do that? To be honest, everyone is working hard to finish by the end of March, but it is difficult to see 
the bottom line, and this is one of the biggest obstacles in the pre-tax area. 

The other is that traditionally, Q4 results are not very good for us. In our company, or even in the industry as 
a whole, Q4, especially Japan, is usually worse than Q3 by about 20%. The number of new housing starts has 
dropped dramatically in Q4 last year, so it is difficult to read the numbers.  

And the hardest thing to read right now is what's going to happen to the US. Of course, it is true that there 
was an  unauthorized security access to our company, but I also think that what President Trump says on 
February 1 will have a big impact on our business in the US. 

So, it is true that we are struggling with what is becoming the most difficult quarter to read these days, to be 
honest. 

And finally, another wild card regarding Japan is the repeal of the No. 4 special exception, which changes the 
Building Standard Law, which will take effect in April, so we don't know how this will affect demand. 

Now really, if you look at the overall trend up until a few months ago, the number of new housing starts had 
always been that owner-occupied homes got worse, then detached houses for sale got worse, and condos for 
sale and rental homes did well. However, in the past two months or so, while owner-occupied homes have 
suddenly been doing a little better, condos for sale have been doing worse. The houses for rent are getting 
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better and worse again, but there are quite a few different opinions from homebuilders about what is 
happening in this area as well. 

The main reason why all owner-occupied homes are falling is that the cost of building homes has risen sharply 
in the last couple of years or so. So, in the process, people with land delayed building houses. The point is, 
you can't build a house with high cost like this. Then, the trend would go to detached houses for sale in the 
past. Housing companies and power builders who own land in lots were able to reduce the total price to some 
extent, but they are no longer able to do so, so sales in lots have dropped.  

The bottom line is that people can no longer buy cheap land, so those who were waiting for costs to decrease 
to build a house, started to build houses. It's getting to the point where we can't wait any longer, and they 
are making houses. 

In terms of condominiums for sale, you mentioned earlier in your question about buildings, but in fact, in 
terms of supply and demand, the builders are reaching a point where they can no longer keep up with the 
construction. 

It is becoming impossible to supply condominiums for sale. In short, I think condominiums for sale are not 
experiencing low demand, but rather a situation where supply is no longer available. I think we are now at a 
very difficult point in terms of how to move in this area. 

Also, as I mentioned earlier when I talked about subsidies, I think that the Japanese government as a whole is 
now starting to worry about how to deal with the current existing houses when it comes to the future of the 
building administration in Japan. I am cautious about the numbers that will change there, especially since I 
see them as a bit fluid starting this year. 

If we think about Japan as a whole, just the long, very big picture, there is no doubt that housing starts will 
eventually go down. But in this context, I think the money spent on housing is perhaps changing in quality. 

In short, when we build a new house, a lot of the cost is spent on concrete, steel frames, and lumber, but 
when we renovate a house, the cost is spent on housing equipment and building materials, which should give 
us an advantage in the future.  

However, this has not happened yet, and we are looking at how we can incorporate this into our long-term 
strategy. I think the question is how to read that change, which is now being changed by various housing 
sections. 

So many people are very pessimistic about Japan, but if we think about the next two or three years, we can 
see that Japan may not be a bad market for us. I do believe that it is possible that something like Germany in 
the 1990s could be replicated. 

On the other hand, if we look only at the international markets, as I mentioned earlier, the Europe market will 
probably come back fully by 2026, and of course there is the pent-up demand, and the real problem is that 
even if there is no pent-up demand, houses need to be repaired, and that is already happening. 

Finally, as for us, we believe that it is the US that is weak as an individual. In other cases, when the market 
improves to some extent, Europe may be able to improve more than other companies, and China, on the 
other hand, may suffer less damage because it has less exposure to the market to begin with. However, the 
US has enough exposure to the US market, so the fact that we are suffering so much just because of weak 
demand means that when we expand our business in the future, we must not just repeat the same thing and 
make a little profit when the market improves again, so we must make structural reforms. 
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Mochizuki [Q]: Okay. Second point is GROHE. The core earnings margin for this quarter is 11%, and that 
although the business environment is in the process of recovery, you said that it is not that good. I thought 
11% was a pretty good number in that context, but I wondered if that was the right understanding. 

When you look at the next six months or the next fiscal year, will you be able to secure a double-digit core 
earnings margin for GROHE, or will you aim a little higher? I would like to know how you see the profit margin 
as a business strategy for the future. 

Seto [A]: Yes. We believe that GROHE's profit margin can be increased as the volume increases. Rather, I think 
the question for GROHE is whether our facilities can keep up with the changes in market demand. 

The other good news for GROHE is that the Middle East is growing, especially since we, in Saudi Arabia, are 
getting an exclusive share of the market. There are many opinions about what will happen to Saudi Arabia in 
the future, but the country has a large young population, and I think that having a large share of the market 
will be very good for our profit growth. 

As for GROHE, we are also hopeful about how far we can extend our business, especially when the market 
recovers in Europe next year in 2026. 

Moderator [M]: I will move on to the next question. Mr. Yagi of Morgan Stanley MUFG Securities, please 
address your question. 

Yagi [Q]: My name is Yagi from Morgan Stanley MUFG Securities. I have two questions. 

The first question is related to the previous question about GROHE, and it is kind of a continuation. In Q3 core 
earnings, which was very good, I had the impression that the recovery in Q2 was due to the effect of new 
products and the resumption of procurement by suppliers, but I would like to confirm whether this trend is 
continuing in Q3. 

You mentioned that we can expect strong core earnings in Q4 and beyond but considering that demand is still 
severe in many countries, including Mr. Seto's comments, I wanted to know if we should be concerned about 
the effects of new products and the slowdown in core earnings in this area. If you think you can maintain your 
strong performance even in light of these factors, I would like to confirm this, also in relation to the situation 
of GROHE. 

Seto [A]: In 2025, we can expect quite a few new products, not so much new products, but rather renewed 
products that have been long sellers for a long time now, so in that sense, the market has high expectations. 
To be honest, we are planning to spend a lot of money to advertise at the upcoming ISH (trade fair for HVAC 
+ Water) in Frankfurt in March, where we expect to introduce a lot of new products. In the long term, when 
it comes to GROHE, I think there are many factors that are quite bright. 

The most challenging part of GROHE right now is that we would like to work a little harder in the US, but we 
haven't been able to do so, so if we could only do that, I would have nothing to say about GROHE. 

Yagi [Q]: We shouldn’t be so concerned about the slowdown, especially in Q4? This is in light of current 
demand. 

Seto [A]: Of course Q4 is not good overall, as I said earlier, especially in Japan, and if you take only GROHE, it 
is not that bad, but if you look at LIXIL as a whole, Q4 is not that good. 

I don't think there will be a slowdown in GROHE's own momentum in Q4 because of the expenses, including 
ISH that I mentioned earlier . However, Q4 will be a month of struggle, both in terms of expenses and sales. 



 
 

 
Support 
Japan 050.5212.7790    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

15 
 

Yagi [Q]:  

Also, you mentioned that you are working on various structural reforms in the US, and that the effects of 
these reforms will be realized in the next fiscal year. If so, can you expect a profit from Q1 of next fiscal year? 
If you could comment on the timing of the turnaround of the surplus, to the extent possible, since you are 
working on a lot of things, I would appreciate it if you could let us know. 

Seto [A]: I would have to explain the structural reforms, so I would like to refrain from doing so, but we are 
trying to do something that can be quite highly effective. 

To be honest, I think it will be 2026 when this structural reform itself will be of great benefit to us. The 
structural reform itself will be completed, but it is not easy to clean up afterwards, or to lower all expenses at 
once in the structural reform. 

I think there will be some time lag, but I think we can turn a profit. I think it is quite possible to turn a profit in 
the next fiscal year. 

MC [M]:  

I will move on to the next question. Mr. Takegawa from Sumitomo Mitsui Trust Asset Management, please 
ask your questions. 

Takegawa [Q]:  

First of all, I know this overlaps with the previous question, but in your plan for the current fiscal year, the 
core earnings is JPY35 billion, the operating profit is JPY25 billion, and the difference between the two is JPY10 
billion. That is negative JPY10 billion. 

I think the difference is minus JPY2.7 billion in the cumulative total through the Q3. How will this gap be filled 
in this Q4? In short, I don't know if we can see it going down to about minus JPY10 billion. I would like to know 
more about this part. 

I think most of the various restructuring costs are included here, so how should we look at this subtraction in 
the Q4? If you say that you will use it almost exactly as planned, that's fine, or if you say that you will use it 
for a few more things and the negative may grow. If you could give us a big picture, that is my first question. 

Seto [A]: Yes. This is a question that is difficult to answer, and we are working on the assumption that if 
structural reform progresses as we think it should be. But in case of structural reform, it involves the other 
party in many senses. It is difficult to say right now that it will be as it should be because of the complexities 
of timing and the costs that must be spent and the value obtained. 

Takegawa [Q]: I guess we can look at it about the same as usual, and conversely, you might use it for the next 
fiscal year, depending on the situation. Is that how we should look at it? 

Seto [A]: There is a possibility that we might use more in the upcoming Q4 than in previous years. If we can 
use it up this time, we will use less from the next fiscal year. 

To be honest, we are considering multiple projects in the structural reform, so it is very difficult to say how 
many uncompleted items will remain, or how to combine the projects, because there are some that have 
relatively big bleeding and some may not. I am sorry to say that it is difficult to explain, but I think that this is 
a major issue. 
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I do not feel completely safe about core earnings. Of course, there are items that will have an impact on core 
earnings if we make structural reforms. For example, inventory is one example. On the other hand, as I 
mentioned earlier, the system in Japan will change greatly in Q4, and there will be impact from tariffs, so I 
honestly feel that it is difficult for us to predict. 

However, I hope I have explained the direction of the company as a whole, and that the most important thing 
for management is to make this fiscal year a quarter of structural reforms. 

Takegawa [Q]: Yes, I understand. Secondly, this may be another confusing question, but what do you think of 
the impact of the tariffs on Mexico and Canada, which you have just raised a bit? 

Is there a way to prepare for this situation and basically say that there will be no impact because we will only 
pass on the price of the products that come out? And I have also heard that there are areas where tariffs are 
not applied. So it may be that there is not that much impact on the actual situation. I don't know what will 
actually happen, so can you tell me what kind of tariff impact you are considering? 

Seto [A]: It is by no means a difficult question to understand, it is a very straightforward question, but I would 
say that it is a difficult question to answer. 

In the US, the simple answer is, we don't know. But to break it down, basically, what we sell in North America 
is toilets, bathtubs, showers, and faucets. 

In this context, the toilets with the largest sales are almost all made in Mexico, and buy some from Asia. As a 
matter of fact, most of our competitors also make their products in Mexico.  

Probably, to make a sudden change from any Mexican factory to anywhere else would be a cost increase, 
even considering the 25% tariff. 

Then I wondered how long such a situation would last. There is no doubt that it is cheapest to make products 
in Mexico right now, so I think there is a big difference between a judgment when you say this is the situation 
for 10 years and a judgment when you say it might change in a year or two.  

For example, if we were to say that we buy from other companies, it would be relatively easy to change it, or 
even to change it back to Mexico. However, considering that we are making it ourselves, that part is not quite 
so flexible, so I expect that the choices will be relatively similar for other companies, but I don't know. Of 
course, we don't know about others, and it all depends on what others do in the end. 

As for the bathtubs, they are made in the US, so there is no special impact. 

As for faucets and showers, we make 30% to 40% of them in Mexico and buy the rest from Asia, and most of 
our competitors also buy from Asia. So, to be honest, I'm not sure if there is a huge impact there, but it is also 
true that at this point, at the level of tariffs that are being mentioned, there is not that much of an impact, if 
any, to shift. 

Takegawa [Q]: I see. It means they are being watched as noise for the next term, or rather, the next month. 

Seto [A]: Most other companies do not make faucets and showers themselves, so I think there will be quite a 
lot of movement here in the short term, depending on the company. However, as for toilets, I think that there 
is no way to move so much in the immediate short term, because everyone is building their own restrooms 
with their own equipment. 

Then I think everyone will be judged on how long-term President Trump will do such things. 
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Takegawa [Q]: Lastly, the dividend has been maintained without any movement this time, and I think this is 
an area that investors appreciate. 

In your explanation, you said that there is no particular problem in terms of actual cash flow, and I understand 
that well, but from a different perspective, I think that the recent examples show that stock prices are not 
rising that much even if the company gives back to the shareholders. 

In this sense, you might need to change the way you look at it and use the outflow of funds for investment or, 
since interest rates in Japan are going to rise. I think it is time to think about cash flow allocation from a 
medium- to long-term perspective, including interest-bearing debt control, balance sheet improvement, and 
even rating upgrades. 

Seto [A]: First of all, if you look at the long history of our company, Tostem INAX Group and American Standard, 
I think we have overinvested in equipment compared to our competitors. 

As a result, there has been a lack of flexibility, and I believe that we have had to make choices in the past. 
Conversely, our competitors no longer carry their own products but buy from other companies. At that point, 
we have the weakest system during a recession. 

In our case, we always have a supply capacity that almost matches the demand, but competitors have an 
extremely low supply capacity, so they basically buy the difference from the outside. Therefore, when the 
demand declines, they simply stop buying from the outside. However, in our case, the amount we buy from 
outside is small, so our adjustment valve is very small, so in that sense, I don't think we should make capital 
investments at past levels. 

So now, of course, the places that have stopped with regard to capital investment are those that are not 
competitive or have little future attractiveness, but in that sense, if we do what we did in the past, we will 
end up investing there, so if we are going to invest, we should do it in places that we think will be attractive 
in the future. 

When we were thinking about this, we also had to consider the division of labor to some extent, and although 
it is difficult to say what we will invest in because of the competition, we decided to invest in areas with high 
added value that we believe will be in demand in the future. We are doing that in fact. However, there is a 
large portion that is being discarded, or rather, reduced, so when you look at it, all you see may be the portion 
that is being reduced, but we are also making investments. 

What I would like you to understand is that we have probably produced more new products, especially those 
based on new technologies, than any other company in the industry for the past three years. In that sense, I 
think we are investing in innovation because our capacity for innovation is increasing. 

For example, PremiAL for aluminum, plastic recycling technology Revia, KINUAMI, Greentap, and water filter 
products. I don't think any other company in the industry has been able to produce these new products. 

One of the reasons why a company like ours, which is said to lag behind our competitor in the field of 
renovation, was able to do so well this year is that we probably introduced the largest number of new products 
this year in the industry. 

Our divestment tends to be standout, but in fact, investment in innovation is clearly paying off. In addition, in 
terms of investment in design, we are currently the industry's top recipient of design awards. 
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I think we are probably getting almost twice as much as where we are coming next. Last year, for the first 
time in Japan, we received the Red Dot Best of the Best award, so in that sense, I think we have been able to 
invest in intangibles. 

Lastly, regarding investment in facilities, it is difficult for us to say where we are going to invest in facilities, 
but we are making considerable investments. 

On the other hand, what we have decided not to do, as I said earlier, are things that will be difficult from now 
on, and we are basically not thinking about going out into new industries. 

Takegawa [Q]: In that sense, I would like to say that I can see from the outside that LIXIL is doing a good job, 
and from the DNA of LIXIL, I think of LIXIL as a company that has created new innovations in housing 
equipment, which is necessary in the lifestyle industry. I have high expectations for LIXIL to continue to expand 
its genes. 

In that sense, the money is limited, so you have been maintaining the stock price and paying out dividends, 
and the dividend yield may be over 5 percent now, but you have been investing in innovation, as you have 
just mentioned. 

I also wondered if it might be a good time to change the way funds are allocated to balance sheet control. I 
hope you will also consider things like that. 

Seto [A]: As you say, the dividend rate from the current superficial profit is high, I think, too, as a dividend 
yield. 

But on the other hand, if we continue to work hard and grit our teeth, and especially if we can improve the 
US in a way that increases not only ordinary EBITDA but also visible profits, then I think we should consider 
increasing dividends. 

I think there is an appropriate level, and I think we have a responsibility to answer to the investors who are 
patiently investing with us until we get there. 

Takegawa [M]: I understand very well. I think it is time for the competition for shareholder returns to change 
a bit again, so I hope you will consider the various options and explain them to us again. Thank you very much. 

Seto [M]: Thank you very much, I will take your comments into consideration. 

MC [M]:  

Mr. Fukushima of Nomura Securities, please go ahead. 

Fukushima [Q]: I am Fukushima from Nomura Securities. I would like to ask two questions. 

First, you are in the final phase of streamlining and structural reform in the US, and it is difficult to talk about 
the details. With the US market, interest rates are likely to remain high, there is the issue of the Trump tariffs, 
and there is also the issue of the level of earnings to date. In this context, do you need to think about the 
impairment risk of goodwill? 

In the structural reform of Q4, you may not be able to say how goodwill will be treated, but as far as you can 
say now, you have told us that there is no impairment risk for goodwill, but now that interest rates are 
changing and the Trump tariffs are in place, we would like to know your thoughts once again. 
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Fujita [A]:Regarding your question about impairment in the US, we have spoken with the relevant institutions 
and have concluded that there are no signs of impairment at this time. Since the market value now exceeds 
the book value of the goodwill, we are not thinking in that direction at this time. We have concluded that this 
is not the case at this time, although of course there may be many things to consider in the future. 

Seto [A]: The discount rate itself has declined, so in that sense, we are not that concerned about impairment, 
but as there was a question at the beginning, we have reversed our deferred tax asset (DTA), and as a result, 
we have incurred a tax burden, even it is superficial, and we are not actually paying. As a result, we have been 
assessed as a company that our US operations are not generating sufficient cash to book DTA, at least for the 
most recent period. 

Goodwill itself is evaluated on the basis of long-term cash flow, but DTA is evaluated on a short-term basis, 
and as you can clearly see, the company is viewed as being good in the long term but difficult in the short 
term. In this sense, I think it will be important to grit our teeth and carry out this structural reform. 

Fukushima [Q]: So, from an accounting standpoint, you are not in a situation where you are forced to impair 
goodwill, but in some cases, your company itself may incur losses related to streamlining, although I do not 
know if it is a disposal or not. By doing so, you will reduce the risk of impairment, medium term and long-term 
risk, is that correct? 

Seto [A]: I can't explain the details of the structural reforms at this time,  but we are in agreement that as a 
result of the structural reforms we are undertaking this time, the company will be in good shape over the long 
term, and that not only will the DTA be recovered and tax expenses be reduced, but also the long-term 
impairment risk will be eliminated.  

Fukushima [Q]: Secondly, I am sorry to talk about rationalization again, but I see that business conditions in 
China are also quite severe, and I wonder if there is any need for a rationalization response here. You have 
talked about Europe and the Americas, but I would like to ask if you have any measures to restore profitability 
in China in the future. 

Seto [A]: In China, we are also implementing structural reforms, for example, personnel reductions and plant 
closures to reduce costs. We did it last year and will do various things in the future, but since the scale of the 
event is small to begin with, we do not expect it to be very bad. 

In terms of revenue, China accounts for 3% or 4%, from the total. On the other hand, the Chinese market is a 
very interesting market, and products that can be used in ways that no one has ever used before, or products 
that can be sold in China like this, can only be created in China. So, China is a base for our R&D and a base for 
marketing. For example, interesting products, which is related to the previous question, products with 
innovation can be tested first in China. 

Our customers in Japan, Europe, and the US are very conservative, and it is difficult for them to use our new 
products even if we introduce them, but there are customers in China that prefer new products, so in that 
sense, I think it is a very important market. 

For example, selling shower toilets as if they were home appliances is also a unique way of selling products in 
China. The market is such that if you buy a product and it breaks, you have to buy a new one. So, we have to 
work on how new products are developed in a market with such a character. I see this as a very important 
market in terms of R&D and marketing. 

On the other hand, in that sense, it was probably fortunate for us that we were not in a situation where we 
could make a lot of money with ordinary products. 
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MC [M]: We sincerely apologize for any questions that we were unable to present here due to time constraints. 
If you have any questions regarding this matter, please contact the IR Office at a later date and we will respond 
to you again. 

This concludes the presentation of LIXIL Corporation’s financial results for Q3 FYE2025. 

We look forward to your continued support. Thank you very much.  

[END] 

______________ 

Document Notes 

1. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 
answer from the Company, or [M] neither asks nor answers a question. 

2. This document has been translated by SCRIPTS Asia.   
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