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Presentation 

 

MC: We will now begin the earnings briefing for Q1 of LIXIL Corporation’s fiscal year ending March 2027. 

This information session is being held via live online streaming. For materials related to this briefing, please 
refer to the presentation materials posted in the "Investor Relations" section of our website. 

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

Seto: Thank you for your attendance. 

MC: Next, we have Ms. Mariko Fujita, Director, Executive Officer, Executive Vice President, CFO. 

Fujita: Thank you for joining us. 

MC: Ms. Aya Kawai, Senior Vice President, Leader, Investor Relations Office. 

Kawai: Thank you for joining us. 

MC: I’m Kobayashi from the Investor Relations Office, and I’ll be serving as today’s moderator. Thank you very 
much for your attendance. 

Next, I would like to walk you through today's agenda. 

First, our CFO, Fujita, will provide an overview of our financial results. After that, we will set aside time for 
questions and answers. During the Q&A session, our CEO Seto, will also join us to answer your questions. The 
event is scheduled to end at 3:45 PM. 

I will now hand over to our CFO, Fujita, who will provide an overview of our financial results. Ms. Fujita, the 
floor is yours. 
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Fujita: Hello everyone. 

First and foremost, I would like to express my heartfelt sympathy to all those affected by the 2026 Kumamoto 
Earthquake. Together with our employees and valued business partners, we are committed to making every 
effort to support the recovery and reconstruction efforts. 

Well then, let’s get right to the financial results presentation. 

Here are today's highlights. I’d like to focus primarily on our full-year financial results. 

First, here are the results for Q1. Compared to the previous year, revenue increased while profits decreased. 
Profit for Q1 declined primarily due to rising aluminum prices at LHT and a decrease in the proportion of 
renovation sales across our domestic operations as a whole. For aluminum prices, please refer to the graph 
on the right. 

Next, I would like to discuss our earnings forecast. After careful consideration, we have decided to leave our 
full-year earnings forecast unchanged. Cost increases will begin in earnest starting in Q2. As a result, the 
effects of the price revisions will gradually become apparent starting in Q3. Although there are some timing 
differences like this, we have determined that, when viewed in total for the full fiscal year, we will be able to 
meet our initial forecast. While Q1 and Q2 will see slightly lower profits due to rising costs, we expect profits 
to recover in H2. 

There are no changes to the dividend forecast either. 
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I would like to discuss the impact of the situation in the Middle East and our response measures. 

Although we faced challenges related to manufacturing and supply, as well as rising costs and supply concerns, 
we have implemented countermeasures such as price adjustments, various cost-cutting measures, and 
hedging. As for product delivery times, we are currently not experiencing any supply concerns or delivery 
delays. 

As shown in the chart below, we have implemented additional measures, including price revisions and cost 
reduction initiatives, to offset the gap versus our initial plan at the beginning of the fiscal year. Through these 
efforts, our full-year core earnings forecast of JPY 45 billion for the fiscal year ending March 2027 remains 
unchanged. 
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Finally, here is a summary. 

With regard to supply conditions, we are currently facing supply constraints and rising prices for materials 
such as petroleum-based products, aluminum, and copper. However, we expect these pressures to gradually 
subside going forward through price revisions. Regarding price revisions, while the timing differs across our 
business segments, we plan to implement these measures in July, August, and October, depending on each 
business. 

On the other hand, supply constraints remain an issue, and priority has been given to new housing projects. 
As I mentioned earlier, this has resulted in a decrease in the proportion of renovation-related business. In 
addition, the delay in finalizing the details of the subsidy program has had an impact on new construction and 
home renovations. Given that costs associated with new construction and building projects are expected to 
rise in the future, we believe it will be necessary to continue closely monitoring the impact of this on the 
decline in demand for new homes. 

To reiterate, cost increases for the full fiscal year will be offset by price revisions and other cost-control 
measures. On the other hand, we believe it is necessary to closely monitor the long-term impact on demand 
for new housing. 
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Here are the highlights of our Q1 financial results. 

Revenue totaled JPY379.2 billion, and core earnings was JPY1.7 billion. Our profit  for Q1 came in at a loss of 
JPY3.5 billion. 
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Here are the details. 

As you can see here, SG&A expenses have increased, but this is largely due to exchange rate fluctuations. 
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Here is an overview by segment. 

LWT remains flat in both its Japanese and overseas operations. As I mentioned at the beginning, LHT has seen 
a decline in profits due to soaring raw material prices. In the living segment, profits declined due to the impact 
of unfavorable exchange rates and rising material costs. 
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Consolidated financial position. 

The equity ratio was approximately 35% at the end of the previous fiscal year, but stands at 33.8% for this 
quarter. This is primarily due to the short-term investment of a portion of our excess cash, as indicated in the 
note below. As a result, our net interest-bearing debt has temporarily increased, but we expect this to be 
resolved during the next quarter, Q2. 
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Here is the cash flow status and cash balance. 

As shown here, working capital has increased slightly. In addition, as explained earlier, the short-term 
investment of excess cash has temporarily impacted our investing cash flow. However, we expect this 
situation to improve in Q2 as well. Free cash flow was negative. 

That concludes my remarks on the financial results. 
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Question & Answer 

 

MC [M]: We will now open the floor for questions from the participants. 

Now, here's the first question. Nomura Securities, Mr. Fukushima. Please go ahead with your questions. 

Fukushima [Q]: I have two questions. I would appreciate your insights on these points. 

You mentioned that you intend to respond to cost increases through both cost rationalization and price 
increases. Could you elaborate on each of these areas? 

First, regarding the price increases, you have announced that they will be implemented for water-related 
products from August and for aluminum and other building materials from orders received in October. 
Compared with your industry peers, are there any differences in your approach to these price increases? 
Given the differences in the timing of these price increases, do you expect any potential impact on market 
share, similar to what we have seen in the past? Have you gained any visibility into whether such changes 
could occur? We would appreciate your perspective on the competitive dynamics relative to your peers. That 
is my first question. 

Moving on to the second point regarding rationalization, I believe you recently announced the closure of the 
Nabari Plant in a company release. I understand that the plant closure is scheduled for the end of the fiscal 
year, which means that the financial benefits will likely be realized from the next fiscal year onward. 

So, here's my question. Could you elaborate on the key factors contributing to the rationalization benefits in 
the current fiscal year? Furthermore, from the next fiscal year onward, what magnitude of benefits do you 
anticipate from the consolidation of your production footprint, including the plant closure? That concludes 
my questions. Thank you. 

Seto [A]: First, I’ll answer the first part, and then I’d like Kawai to answer the second part. 

First, let me address the comparison with our competitors. With regard to aluminum products, including 
sashes and exterior products, we understand that competitors are implementing price increases at broadly 
similar timing and with comparable price adjustments. Therefore, we do not anticipate any significant impact 
from timing differences in this area. 

On the other hand, in the housing equipment business, TOTO is the only major competitor that has not yet 
announced any price increases. Other manufacturers have generally announced price increases, and 
therefore we believe there may be some impact depending on TOTO’s future actions. 

However, given the need to optimize profitability in the housing equipment business, we believe the situation 
has changed, and competitors are less likely to follow the previous pattern of allowing LIXIL to raise prices 
first and then gaining market share by maintaining lower prices. Ultimately, it has become increasingly 
important for each manufacturer to secure profitability and maintain an appropriate level of earnings. 

Regarding housing equipment, while there may ultimately be some differences in timing, we believe these 
differences are not driven by competitive strategies. Rather, they are largely due to factors specific to each 
company, such as their individual preparation processes and the timing of previous price increases. For 
example, during the recent issues in the Middle East, some companies implemented order restrictions, and 
they may have chosen to announce price increases after those restrictions were lifted. Therefore, we believe 
the timing differences reflect each company's individual circumstances and considerations, rather than 
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competitive intentions. At this point, we do not expect these differences to have a significant impact on the 
competitive landscape. However, we acknowledge that there remains a possibility of some impact, as TOTO 
has not yet announced its pricing actions. 

Kawai [A]: Now, regarding the second question about the Nabari Plant, this is Kawai from IR, and I will answer. 

Mr. Fukushima referred to the Nabari Plant closure in the context of the additional measures we are taking 
as part of our rationalization efforts. However, I would like to clarify that the decision to close the Nabari Plant 
had already been made prior to this and was not specifically related to the recent Middle East situation or any 
other recent developments. 

With regard to the Nabari Plant closure, while the announcement was made in June, the actual closure is 
scheduled for March next year. As a result, the impact will be reflected from the following fiscal year onward. 
However, this initiative alone is not expected to deliver a substantial financial benefit. While we will refrain 
from disclosing specific figures, we do not expect the rationalization benefits to be significant in the current 
fiscal year. We also believe the impact will remain relatively limited in the following fiscal year. 

Seto [A]: Rationalization efforts go beyond structural reforms. As indicated here, one of our key priorities is 
to identify ways to reduce logistics costs. As you are aware, changes in the Logistics Efficiency Act and Act on 
Ensuring Proper Transactions Involving Specified Entrusted Business Operators, among other factors, are 
expected to result in significant cost increases, particularly from next year onward. 

Against this backdrop, one example of our initiatives is our proactive response to changes in logistics 
regulations, where we aim to capture benefits by taking measures ahead of schedule. Specifically, we are 
working on various initiatives, such as consolidating shipments as much as possible, gaining the understanding 
of our distribution partners to combine deliveries, and optimizing order timing. By bringing forward these 
rationalization efforts, we aim to improve efficiency and generate benefits ahead of the implementation of 
the new logistics regulations. 

In addition, as part of these efficiency initiatives, we are also working on rationalization through the use of AI. 
Rather than simply reducing headcount, we are replacing certain tasks that were previously outsourced with 
AI-based solutions, particularly in areas where we have relied on external resources for complex operations. 
For example, these initiatives apply to areas such as finance and administrative operations. While we have 
been planning these measures for some time, we are bringing them forward and accelerating their 
implementation as part of our current efforts. Given the broad-based increases in product prices that we have 
seen, addressing these cost pressures has become a necessity, and we are taking steps accordingly. 

I would like to add one final point regarding our rationalization efforts. In general, we cannot disclose specific 
details of future initiatives that have not yet been officially announced. Therefore, I hope you understand that 
we are unable to provide further details on these matters at this time. 

MC [M]: We will now take the next question. Ms. Okada of Goldman Sachs. Please proceed with your question. 

Okada [Q]: Thank you for taking my questions.  I have two questions. 

My first question relates to the progress toward your full-year earnings forecast. As of Q1, the progress toward 
your full-year core earnings forecast was only 3.8%, which is a relatively low level. While you have explained 
that price revisions and rationalization initiatives will support the achievement of the plan, could you please 
elaborate on the key areas that investors should pay close attention to going forward when evaluating 
potential downside risks to the forecast? 
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Seto [A]: Regarding cost increases, the impact from petrochemical products, aluminum, and fuel-related costs 
alone is expected to exceed JPY 25 billion, reaching the upper JPY 20 billion range. On the other hand, at least 
during the period from April to June, we were absorbing these cost increases without any countermeasures 
in place. 

Regarding petrochemical products, the timing of the impact on profitability is affected by factors such as 
inventory levels and the timing of price revisions. Therefore, the full impact is expected to emerge from June 
onward. In Q1, the impact was mainly from aluminum and partially from petrochemical products, while in Q2 
we expect the full impact of both petrochemical products and aluminum to come through. On the other hand, 
price revisions in LWT International are basically designed to respond to copper prices, so we will be 
addressing this solely through price increases on housing equipment products starting in August.  

On the other hand, regarding price revisions, particularly for housing equipment products, factors such as 
existing warranty periods to guarantee the previous price and customer commitments need to be considered. 
As a result, we cannot pass through all cost increases through price revisions immediately in Q2. Therefore, 
considering the timing factors, from April through September, we will inevitably be directly impacted by the 
cost increases that have occurred from suppliers up to this point. Since we will be covering that through price 
revisions, Q3 and Q4 will, in a sense, have to overshoot their targets somewhat to make up for it. What is 
unique to this year is that, against our annual core earnings forecast of JPY 45 billion, we are covering cost 
increases through price revisions, which will inevitably create a significant imbalance between H1 and H2.  

From this perspective, assuming we achieve the sales level currently projected, our calculations indicate that 
we should be able to fully cover these cost increases. Our sales forecast is not based on overly optimistic 
assumptions; rather, we believe it is a realistic and achievable target. 

On the other hand, if we consider what factors could potentially change, we believe there are probably two 
key elements to consider. 

One of the risks is that inflation continues to accelerate, not only in Japan but globally. Although Japan’s 
interest rates remained relatively stable this period, if interest rates and mortgage rates continue to rise, there 
is a risk that consumer purchasing appetite could weaken and the overall market could cool down to some 
extent. 

The second risk factor relates to commodities, particularly aluminum prices. Given the significant volatility in 
aluminum prices, there is a risk that prices could rise sharply again. However, our current plan has already 
been revised and formulated based on the assumption that aluminum prices would increase to around 
USD3,500 to USD3,600 during Q2. On the other hand, since the current level has fallen to USD3,200, I believe 
the risk associated with changes in commodity prices is likely limited. 

Among these commodities, aluminum is the one with the greatest volatility. Both aluminum and copper tend 
to fluctuate significantly, but we have been relatively flexible in passing through copper price increases 
through price revisions, and we have been able to manage that impact. Therefore, while aluminum remains 
a point of concern, considering the current stability in aluminum prices, we believe we should be able to 
achieve our plan as expected. 

Okada [Q]: Moving on to my second question. Regarding LWT International, sales in the India, Middle East, 
and Africa regions increased by 16% YoY. However, looking at the analysis of changes in core earnings on page 
18, core earnings in this region declined by JPY1 billion YoY, and the profit margin decreased from 16.5% to 
8.9%. As mentioned in the briefing materials, I would appreciate a more detailed explanation of the factors 
involved. Thank you. 
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Seto [A]: I think there’s no doubt that the Middle East has suffered significant damage. As for our IMEA region, 
sales are broadly balanced across four areas: India, the Gulf region represented by markets such as Dubai, 
Saudi Arabia, and Africa as a whole, including North Africa. Each of these areas historically accounted for a 
relatively similar share of sales. However, as expected, demand in the Gulf region, particularly centered on 
Dubai, has declined sharply. 

As for Saudi Arabia, while momentum has slowed somewhat, the reason we have been able to maintain our 
position in this region is that we have been selected by customers due to our local inventory and 
manufacturing capabilities. Overall demand has declined, but we have been able to offset the decline in 
market demand by gaining market share, allowing us to maintain our sales level. 

On the other hand, the decline in profitability has been primarily driven by logistics-related challenges in the 
Gulf region. The situation has been changing rapidly, with frequent changes regarding the availability of ports 
and transportation routes. As a result, we have had to frequently reroute shipments and make repeated 
adjustments to our logistics arrangements. In addition, even when we attempt to move goods from the ports, 
shipments may be held at the port for a certain period of time. Furthermore, during Q1, we incurred unusually 
high internal transportation costs that would not typically occur under normal operating conditions. As a 
result, despite the level of sales, profitability was lower than expected. 

On the positive side, one potential benefit is that, as a result of this situation, we have been able to increase 
our market share. Once the infrastructure situation recovers, we believe we will be in a position to enjoy 
improved profitability in this region. On the downside, looking at the longer term, there is a possibility that 
projects in the Gulf region, which historically account for approximately one-quarter of our business, could 
deteriorate. 

However, the areas that have shown the strongest growth historically have been Saudi Arabia, India, and 
Africa, particularly North Africa. In these markets, we are strengthening our local production capabilities, and 
therefore, as our competitive advantages in these regions continue to improve, we believe they have the 
potential to offset any deterioration in the Gulf region. Regarding the Middle East, our outlook remains 
positive, as it has been previously. 

MC [M]: We will now take the next question. Mr. Kawashima of SMBC Nikko Securities. Please go ahead with 
your questions. 

Kawashima [Q]: I am Kawashima from SMBC Nikko Securities. I also have two questions. One is regarding  
LWT International again. Looking at the overall picture, sales have increased while profitability has remained 
relatively flat. 

I understand that the drivers vary by region, but page 11 highlights inflation and cost increases as recurring 
themes. My question is whether the reason for the lack of profit growth despite revenue growth is that price 
pass-through has not yet fully caught up in overseas markets. Going forward, can this gap be recovered 
through further price adjustments, or are there other factors that will contribute to the recovery? Could you 
explain the reasons behind the current situation of higher sales but limited profit growth, and how you expect 
profitability to improve going forward? That is my first question. 

My second question relates to the renovation business in Japan. Could you explain the factors behind the 
current weakness in this area? Given the supply constraints in the overall housing market, I assume that 
manufacturers have prioritized deliveries to new housing projects, where lead times are critical. In that 
environment, I would have expected potential opportunities for your company to capture demand from 
projects that could not be fully supplied by competitors, or to gain an advantage in the renovation segment. 
However, according to page 18, sales declined in both new housing and renovation-related businesses. Could 
you elaborate on the factors behind this trend? 
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Compared with previous periods, the renovation business appears to be relatively weaker. Given the business 
environment in Q1 and the supply situation among competitors, I would have expected the situation to work 
somewhat more in your favor. Could you explain whether this is primarily due to temporary factors, such as 
a high comparison base from the previous year or the fact that the window renovation subsidy program has 
not yet fully taken effect? Or are there more structural factors behind this trend? 

Seto [A]: First, regarding overseas matters. The deterioration in profitability from April to June was driven by 
factors similar to those I explained earlier to Ms. Okada. While the impact was particularly significant in the 
Middle East, we also experienced similar issues in Europe and Asia. For example, ocean freight increased 
sharply, and in some cases, we were required to reroute shipments around the Cape of Good Hope. These 
factors resulted in higher costs, particularly the sharp increase in fuel-related expenses. 

In addition, we were also impacted by copper price increases. However, for LWT International, our price 
revisions were scheduled to take effect from July. Therefore, it is fair to say that the April-to-June period 
represented the most challenging phase from a profitability standpoint. Although performance is recovering 
to some extent in the July-to-September period, when considering the timing of price pass-through, it is clear 
that the benefits for LWT International will be weighted toward H2 of the fiscal year. 

Looking at our business broadly across LWT International, LWT Japan, Living, and LHT, LWT International has 
a relatively well-balanced profit structure. 

Moving on to the second point. This is a relatively complex issue, but first of all, this is not something unique 
to our company. Homebuilders and construction companies are also involved in renovation projects, but from 
a demand perspective, one of the major factors has been the prioritization of urgent new housing projects. 
Although this situation continues to some extent, one factor is that, amid shortages of various materials and 
limited availability of skilled workers, the market prioritized the construction of urgent new housing projects. 
As a result, during the April to June period, demand for new housing was prioritized. 

Second, regarding the point that we might have been able to capture more demand, the reality is that when 
competitors were unable to supply products such as bathroom fixtures, toilets, and kitchen equipment, we 
saw incoming orders increase to five or six times the normal level. We did receive a very significant increase 
in orders, but this actually created a number of challenges for us. Essentially, some of these orders came from 
customers who were unable to obtain products from other companies due to supply constraints, or from 
customers who placed orders because they were concerned about future availability. If we simply accepted 
all of these orders, there was a risk that they would later be canceled or postponed. Under these 
circumstances, we adjusted our order acceptance levels from 100% to 120% or 130% at one point. However, 
even with those adjustments, we continued to face an irrational situation in May and June where, ultimately, 
the percentage of orders that we could actually fulfill and deliver was below 100%. 

Regarding toilets, as Mr. Kawashima is well aware, it is possible to hold inventory for these products. For these 
products, we were able to respond at a level above 100% under these circumstances. 

In the case of bathrooms and kitchens, on the other hand, inventory cannot generally be held at the 
distribution stage. Therefore, these products ultimately need to be delivered directly to the installation site. 
Under these circumstances, somewhat ironically, even when we accepted orders as they came in, we often 
encountered situations where customers would later ask us to postpone delivery to the following month or 
would cancel their orders altogether. Ultimately, the result was that we have still not been able to fully work 
through this backlog of orders, which has created a challenging situation for us. In other words, while we 
received a significant number of orders, we were not able to convert those orders into actual shipments to 
the extent we had initially expected. This may be a broader industry issue, but this mismatch between 
incoming orders and actual shipments was one of the fundamental challenges we faced. 
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Conversely, looking at this from another perspective, if we normalize the situation, this does not necessarily 
mean that underlying demand itself increased. Rather, many customers placed orders out of concern about 
future availability. Therefore, while we were not able to fully capture all of that demand at the time, we do 
not believe this will have a significant impact on future order trends. Ultimately, we believe demand will 
normalize and converge toward the level of underlying actual demand. 

Regarding the window renovation, there were some unique circumstances. This was the first year following a 
change in the system, and as a result, the details of the entire program were not finalized until June. As a 
result, we were effectively behind schedule during April and May, which was the main reason for the delayed 
progress of the window renovation business. Therefore, as you pointed out, there is some discrepancy 
between what the reported figures appear to show and what is actually happening on the ground. 

MC [M]: We will now take the next question. Mr. Mochizuki of CLSA Securities. 

Mochizuki [Q]: Thank you for taking my questions. I have two questions. 

Here's the first one. This is a relatively straightforward question, but could you please share the assumptions 
for the average purchase prices of aluminum and copper alloys for the current fiscal year, based on the latest 
revised outlook? That’s one factor, and in addition, I assume there have also been requests from suppliers for 
price increases. To what extent have these supplier price increases been incorporated into your current plan? 
Could you please indicate which of the following best describes your current assumption: very conservative, 
standard, or minimal?  I would appreciate your comments. 

Kawai [A]: Regarding aluminum prices, we have not changed our earnings forecast, and therefore the 
assumptions shown on the following page have also not been revised. While aluminum prices temporarily 
exceeded USD3,600 at one point, they have since declined. Therefore, please assume that our current forecast 
is based on an aluminum price level of approximately USD3,200. 

Regarding copper prices, I apologize, but since we purchase copper alloys rather than copper based on the 
LME copper price, I would like to provide more detailed information separately through a follow-up discussion. 
However, our plan was originally formulated based on a higher price level, so the impact in Japan is expected 
to be limited. For LWT International, we are assuming that any additional increases will be addressed through 
price revisions. Therefore, we believe the overall impact on the Company will be limited. That concludes my 
answer. 

Seto [A]: When aluminum prices reached around USD3,600, the market was expecting that levels of USD4,000 
could also be possible. Subsequently, the market situation evolved such that aluminum supply remained 
constrained in Europe, while Asia experienced excess supply. As a result, aluminum prices have declined to 
the current level of approximately USD3,200. 

Looking ahead, it is difficult to predict exactly how the situation will develop. However, Emirates has already 
resumed production, and given that the recovery of aluminum production capacity has progressed relatively 
quickly, our current view is that a severe disruption in aluminum supply is unlikely. Regarding aluminum, we 
have implemented price revisions based on a relatively conservative outlook. Therefore, we do not expect the 
impact to become significant. 

As for copper, there remains a possibility of further price increases depending on developments in geopolitical 
conditions, including the war situation, as well as changes in IT-related demand. That said, we have historically 
been able to implement price revisions with relatively limited customer resistance. Furthermore, our July price 
revisions appear to have been accepted successfully. Therefore, at this stage, we do not view copper as a 
significant risk factor for our business. 
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Therefore, as Ms. Okada pointed out earlier, I believe the biggest concern at this point is how overall demand 
will develop going forward. 

Mochizuki [Q]: How about the impact from suppliers? What is the current situation regarding supplier price 
increases? 

Seto [A]: Regarding this matter, most of the adjustments have already been completed. Price increases 
requested by petrochemical suppliers have largely stabilized, and we believe they have reached an 
appropriate level. Also, since aluminum and copper are essentially commodities traded on the open market, 
once market prices reach a certain level, buyers generally have no choice but to procure materials at those 
prevailing prices. 

Mochizuki [Q]:  Moving on to my second question. Could you explain sales trends for LWT, specifically in the 
Americas and Europe? From a macro perspective, mortgage rates have not been declining as expected in the 
Americas and Europe, and there appears to be a growing risk that they could rise further. Given this 
environment, could you please share your current assessment of the business conditions in these markets? 
Compared with three months ago, would you say that the situation is largely unchanged, or should we take a 
more cautious view? Could you please provide your current outlook for your core markets in the Americas 
and Europe? 

Seto [A]: Regarding the Americas, the general consensus is that conditions have continued to be worse than 
expected, and at this point, we have not seen any clear signs of improvement. 

As for Europe, the situation varies significantly by country, and there are considerable differences in our view 
of market conditions across the region. However, in summary, the situation is better than in the Americas and 
relatively stable overall. At the same time, we have not seen a significant improvement beyond our 
expectations. Essentially, with regard to Europe, I believe there may be expectations in the market for a 
potential catalyst that could drive a meaningful improvement in business conditions. As far as Europe is 
concerned, the biggest potential catalyst is likely to be a change in the situation surrounding the war in 
Ukraine. 

MC [M]: We will now take the next question. Mr. Teraoka of Daiwa Securities. Please proceed with your 
questions. 

Teraoka [Q]: I have two questions. First, I would like to clarify my understanding of the price revisions shown 
on page two of the presentation materials. Regarding the price revisions for water-related products and 
building materials, based on the list provided, it appears that most increases are in the range of approximately 
12% to 13%. Considering that domestic sales alone in H2 of the fiscal year are likely to exceed JPY500 billion, 
I would like to better understand the potential impact of these price revisions. Given that many of the price 
revisions are in the range of 12% to 13%, the estimated impact of JPY21 billion from the additional price 
revision measures appears somewhat smaller than expected. Could you please clarify the assumptions behind 
how this price increase impact is expected to translate into net benefits? I would appreciate your comments. 

Kawai [A]: I’d like to start by explaining a few things, and then I’d like Seto to add some comments. Regarding 
the impact of price revisions, this will mainly be reflected in the current fiscal year. For LHT, the price revisions 
will take effect from October. As we discussed earlier regarding the guarantee of the previous price and 
related factors, the impact will not appear immediately and fully from October onward. Therefore, particularly 
for LHT, the price revision impact may appear somewhat smaller than the actual price increase percentage 
due to the timing of the rollout. 

On the other hand, for LWT Japan and water-related products within the Living segment, such as kitchens and 
bathroom vanities, the price revisions will take effect from August. Although this is earlier than October, the 
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impact will still gradually come through mainly from H2 of the fiscal year onward. Therefore, even though the 
price increases are in excess of 10%, the impact reflected in the current fiscal year is expected to be at the 
level currently incorporated into our plan due to the timing of the rollout. 

Seto [A]: That said, we also need to consider factors such as long-term contracts. Historically, LWT 
International has been able to reflect price increases relatively quickly, while LWT Japan has typically seen a 
more gradual realization of price revisions compared with LHT. Therefore, while the impact in the current 
fiscal year may be somewhat limited due to the timing of implementation, we believe the profitability 
improvement potential will be greater in the next fiscal year. In that sense, once the price revisions are fully 
reflected across the business, we believe the positive effects that Mr. Teraoka referred to are likely to emerge 
in the next fiscal year. 

Teraoka [Q]: Just to clarify, if we take a simple calculation, for example, assuming domestic annual sales of 
JPY1 trillion, a 10% price increase would theoretically result in a JPY100 billion impact. However, I assume the 
actual impact would not be that straightforward. Could you please explain how we should think about the 
assumptions and factors behind the actual net impact of these price revisions? 

Seto [A]: Due to various factors involved in negotiations, it is difficult to provide a detailed breakdown of how 
much price increase has been implemented for each individual product or category. That said, it is also true 
that we have not been able to achieve a 10% price increase across all products. I would appreciate your 
understanding that the actual impact needs to be considered taking these factors into account. 

Historically, even when we announced a 10% price increase, the actual realized increase was not necessarily 
10%. There are various factors involved in negotiations with customers, so it is difficult for us to provide 
specific details on how much was achieved by each product or category. I would appreciate your 
understanding that we would like to refrain from commenting on those details today. 

Teraoka [Q]: I understand. However, I had initially expected that the impact could be somewhat larger than 
JPY21 billion, based on the simple calculation we discussed. 

Seto [A]: In short, we believe we can expect that if we go all out, the figures will be very substantial on an 
annual basis. As for the time it takes to realize the full impact, naturally, there are cases where contracts are 
long-term, and since this also involves the issue of contract terms, I think it’s a bit difficult to give a definitive 
answer. 

Teraoka [Q]: My second question also relates to the same area. I would like to clarify my understanding of 
the current procurement market conditions. At the beginning of the fiscal year, the procurement market 
impact was expected to be a negative JPY24.8 billion, but this figure has now increased to approximately 
double that level, at JPY49.2 billion. I understand that at the start of the year you indicated that this impact 
could potentially expand, but could you explain what has changed over the past three months that has led to 
the current outlook of JPY49.2 billion? Given that aluminum prices have declined, I would like to better 
understand why the procurement market impact has expanded to almost double the initial estimate. Also, 
Mr. Seto mentioned that the overall cost increase was more than JPY30 billion. I would appreciate some 
clarification on how to reconcile this figure with the JPY49.2 billion impact disclosed here, and how these two 
figures should be interpreted. 

Seto [A]: The negative JPY24.4 billion figure relates to our domestic business, and therefore it includes very 
little impact from copper prices. The additional amount of more than JPY5 billion that I mentioned earlier was 
related to the impact of copper prices. As for copper, I do not have the exact timing and period of impact fully 
in my mind at this moment. However, what I meant was that, when we add the impact from copper, the total 
cost increase would likely exceed JPY30 billion. I apologize if my earlier comment caused any confusion or 
misunderstanding. 
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The JPY24.4 billion figure represents only the cost increase impact from three specific areas: petrochemical 
products, fuel and logistics costs, and aluminum. This comparison is against the initial plan at the beginning 
of the fiscal year. Looking at the current situation, for example, with aluminum, the situation is not 
significantly different from what it was in April. Aluminum prices did rise to around USD3,750, in June, but 
compared with the initial plan, it is not that conditions have improved substantially. Rather, the situation is 
that conditions deteriorated after the initial plan was made and have since recovered to some extent. 

Therefore, regarding the breakdown of these figures, Kawai may be able to provide further details, but the 
cost increases are primarily driven by three factors: petrochemical products, aluminum, and fuel and logistics 
costs. 

Teraoka [Q]: Just to clarify my understanding, the JPY30 billion-plus figure that was mentioned earlier 
therefore represents the JPY24.4 billion impact plus approximately JPY6 billion related to copper. 

Seto [A]: That's right. The JPY30 billion figure, including the approximately JPY6 billion related to copper, may 
require some further calculation with Kawai, so there could be a slight difference in the final number. However, 
the additional cost impact represented by this amount has been addressed through the price revisions 
scheduled for July, August, and October. 

Teraoka [Q]: This represents the situation in which we came to expect such a significant and rapid increase in 
costs. 

Seto [A]: At the time in April, not all of the price increases from petrochemical suppliers had necessarily been 
announced or fully reflected. Furthermore, the full impact of these cost increases had not yet materialized at 
that stage. The actual effects began to appear from June onward. Accordingly, when we calculate the impact 
by averaging the price increases from June through March, the additional cost impact comes to approximately 
JPY24.4 billion. For fuel-related costs, some elements were already foreseeable at that point, to be candid. At 
that point, we had some visibility that perhaps JPY20 billion or more of the JPY24.4 billion impact could 
materialize. However, we had not yet established a clear assumption regarding the level of price increases we 
would be able to achieve. The actual approach we took was to first determine the final cost impact through 
detailed analysis and then implement price revisions aimed at covering that amount. 

Therefore, it would not be accurate to interpret this as the JPY24.4 billion impact simply increasing over the 
three-month period. Rather, measures were formulated over the course of three months, and prices were 
ultimately raised in line with those measures. 

MC [M]: We will now take the next question. Mr. Yagi of Morgan Stanley MUFG Securities. Please go ahead 
with your questions. 

Yagi [Q]: I also have two questions. 

My first question relates to the JPY49.2 billion figure, following up on Mr. Teraoka’s question just now. First, 
regarding the cost increase impact disclosed on page two, could you please provide a breakdown of the latest 
JPY49.2 billion figure by category, similar to the initial plan’s procurement market assumptions? Based on that 
breakdown, I would also appreciate your comments on what point in time the cost increases were taken into 
consideration when determining the latest price revisions. 

To clarify the intent of my question, I would like to understand how we should think about future changes in 
procurement market conditions. For example, if fuel costs or aluminum prices increase further from here, 
would there be any portion that cannot be covered by additional price revisions? Conversely, if these costs 
decline, would that create a positive impact? The purpose of my question is to better understand the 
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framework for evaluating the impact of future fluctuations in procurement costs, including fuel-related costs 
and other commodities. I would appreciate your comments on my first question. 

Seto [A]: Kawai is preparing the figures by material category, and we will provide that information. At a high 
level, however, the cost increase for LWT Japan is primarily attributable to petrochemical products. As for LHT, 
aluminum is the main product, and there are also petrochemical products. As for LWT International, while 
there are a few petrochemical products, it’s mostly copper. 

To explain the price increases by product, that applies to some extent, and in addition to that, there are also 
increases related to fuel costs and fuel efficiency. Regarding fuel and logistics costs, the impact of fuel prices 
is naturally greater in businesses with high energy consumption, such as aluminum-related operations. For 
transportation costs, the impact differs depending on the region, as logistics costs for bringing products into 
Japan vary by location. Therefore, while we can look into providing more detailed figures, we need to consider 
both the feasibility and the usefulness of disclosing such a detailed breakdown at this point. 

Basically, the decisions regarding the implementation and magnitude of the price revisions were made around 
May. LWT International was the only exception, as we had already been considering additional measures 
before that point. Overall, for the price revisions, we determined the level of increases between May and June 
based on our outlook for future cost developments. 

There are some areas where the impact may have been slightly above or below our initial expectations. 
However, when we look at the overall outcome, the price revisions have generally been aligned with the 
actual cost increases. For copper and aluminum, the cost increases and corresponding price revisions have 
continued from April onward. In contrast, for petrochemical products, the actual cost increases started to 
emerge from around June. In response to these cost increases, we implemented price revisions in July, August, 
and October, respectively. Although there is some timing lag, we have addressed the full impact through these 
measures. 

However, I would like to clarify that aluminum and copper prices behave somewhat differently. In those cases, 
prices can rise quite sharply and vertically, and the impact continues as long as the market price remains at 
that level. In other words, these are costs that fluctuate in line with market conditions. Petrochemical prices 
have been rising sharply since around June, and it looks like this trend will continue. 

On the other hand, regarding price increases, while the July price hike for LWT International is quite steep, 
there are still some variations depending on the customer, so the increase will be somewhat more gradual. 

On the other hand, regarding the price increase implemented by LWT Japan in August, we expect that it will 
take until around December or January next year before the increase is fully implemented across all customers 
and all relevant products. 

For LHT, the price revisions also began in October, and we expect the full implementation timeline to be 
broadly similar, potentially extending until around the same period. As I mentioned in response to Mr. 
Teraoka’s earlier question, we believe that operating profit will approach a more normalized level once the 
price revisions have fully taken effect, which we expect to be around April next year. Ms. Kawai, please add 
anything if necessary. 

Kawai [A]: Regarding the breakdown of the cost increases that was mentioned earlier, I believe we provided 
some explanation of the initial JPY24.8 billion impact at the beginning of the fiscal year. Therefore, I would 
like to provide some additional clarification on the incremental portion this time, including what factors are 
driving the additional impact. 
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Regarding the negative JPY 24.4 billion impact, which represents our domestic business, approximately 55% 
is attributable to increases in prices of petroleum-derived materials and other auxiliary materials, while 
approximately 35% relates to aluminum. At the beginning of the fiscal year, our plan was based on an 
aluminum price assumption of USD2,900, as shown in the initial forecast. Therefore, the increase from that 
assumed level is reflected in this 35% portion. The remaining approximately 10% relates to increases in 
logistics costs and fuel-related expenses. We will provide more detailed information by segment in separate 
discussions, but at the overall domestic business level, this represents the approximate breakdown of the cost 
increase impact. That is all from my side. 

Yagi [Q]: My second question is regarding the outlook and assumptions for operating profit in the US market. 
In Q1, I believe the scale of the loss has narrowed, but the business is still in the red. Could you please explain 
the background behind the continued losses? Also, while I understand that you are expecting to achieve 
roughly break-even for the full fiscal year, if the weak demand environment were to continue, would there 
be a risk that losses would persist? Alternatively, should we assume that even if the weak demand 
environment continues, various improvement initiatives will enable the US business to achieve profitability 
or at least break-even? I would appreciate your comments on the current status and outlook for core earnings 
in the US business. 

Seto [A]: While it will depend to some degree on how much the US market cools or recovers, we have 
implemented price increases there as well this fiscal year, and we expect profitability to improve as we move 
into H2 of the fiscal year—particularly in September, October, and November, as we approach the so-called 
peak demand season. 

In this regard, rather than simply raising prices, we are also encouraging our customers to switch to products 
that are relatively more profitable for us. Since this is roughly the time when these factors will start to take 
effect, we have a fairly bullish outlook for H2 of the fiscal year. That said, it is true that in the past we had 
stated several times that we would return the business to profitability, but it took longer than expected to 
achieve that goal. This time, however, we have been able to reduce our workforce by approximately 10% in 
total. As a result, we believe the underlying cost structure has improved, and the business is now broadly 
positioned around a break-even level. 

Yagi [Q]: So, does that mean the Company is still operating at a loss because sales were a bit weak in Q1? 

Seto [A]: Sales were weak, and another factor is that the product mix I mentioned earlier has not fully shifted 
yet; that shift will take place in H2 of the fiscal year. I think the fact that the mix will change starting in 
September will likely be a major factor. Of course, as you would expect, demand in the US picks up as 
Christmas approaches, so how much revenue we can generate during that period will have a major impact on 
our overall break-even point for the fiscal year. 

MC [M]: Mr. Miki of Citigroup Global Markets. Please proceed with your questions. 

Miki [Q]: I have just one question. You implemented fairly significant price increases in Japan this time, and I 
would like to ask whether you saw any rush demand ahead of the price increases. Given that the price 
revisions are scheduled for August and October, I would like to understand whether there was any pull-
forward demand in the April to June period, or whether we are likely to see such demand emerge in the July 
to September period. Also, given the magnitude of the price increases, if there was any pull-forward demand, 
there could potentially be some demand decline afterward. Could you please comment on whether you see 
any risk of such demand normalization or a temporary drop-off following the price revisions? I appreciate your 
comments. 

Seto [A]: There was some pull-forward demand to a certain extent. However, for water-related products, 
items such as bathrooms and kitchens require actual installation at the construction site, so inventory cannot 
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easily be built up at the distribution stage. Therefore, the impact was limited for those products. On the other 
hand, for toilets, we clearly saw significant pull-forward demand in July. As a result, we anticipate that 
performance in August may see some weakness. 

Regarding sash products, we do not expect a significant impact from pull-forward demand, as this is not a 
business where customers can easily bring forward a large volume of purchases. However, for products such 
as exterior items, we believe some level of pull-forward demand could occur. 

Overall, regardless of whether there is any pull-forward demand, when we look at the total volume over the 
two to three months before and after the price revisions, the sales amount is expected to be roughly the same. 
Therefore, we do not expect a significant impact on sales. However, we have taken into account that the 
realization of profit benefits may be delayed, and this assumption has been reflected in our current plan. 

Miki [Q]: Thank you very much. Just as a follow-up, given the magnitude of the price increases this time, if 
competitors were to implement similar increases, we would not expect a significant change in market share. 
That said, there is a concern that the overall housing market and renovation demand could weaken due to 
higher price levels. Could you please share your view on the potential impact on underlying demand? 

Seto [A]: Regarding inflation in general, we cannot rule out the possibility that demand could decline as a 
result. That said, renovation demand is generally more stable compared with new housing demand. Therefore, 
while we do not anticipate a significant decline in renovation demand, we acknowledge that the possibility of 
some impact from inflation and higher prices remains a risk that we need to monitor. 

MC [M]: Mr. Nakagawa of Mizuho Securities. Please proceed with your questions. 

Nakagawa [Q]: I have one quick question. 

Regarding the LWT Japan and LHT businesses, what is the current situation with regard to end-user demand 
for home renovations? Given that new housing demand was prioritized in Q1, I assume some renovation 
customers may have delayed their decisions or taken a more cautious approach. Taking into account 
indicators such as showroom traffic trends, could you please provide your assessment of the current 
renovation demand environment and its outlook? I appreciate your comments. 

Seto [A]: Right now, we’re seeing a general trend where construction schedules are getting longer for both 
renovations and new housing. So, in that sense, demand has naturally softened as a result of these extended 
timelines. It is true that the number of visitors coming to the showroom is slightly lower than last year. On the 
other hand, given that the shortage of goods is gradually being resolved, I think we need to keep a close eye 
on how the situation will change as we approach the end of the year. 

MC [M]: Thank you very much for your questions, Mr. Nakagawa. 

We have answered all the questions we have received so far. We have received many questions, and while 
we truly appreciate your interest, our time is up, so we would like to close the Q&A session at this point. If 
you have any further questions, please feel free to contact the Investor Relations Office at a later date, and 
we will be happy to provide you with an answer. 

Thank you for your cooperation. This concludes the earnings presentation for Q1 of the fiscal year ending 
March 2027 of LIXIL. We would like to sincerely thank everyone for joining us today. 

[END] 

______________ 
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Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. 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. 
4. This document has been translated by SCRIPTS Asia.    
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