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Presentation 

 

MC: Since we have reached the start time, we will now begin the financial results briefing for LIXIL Corporation 
for the fiscal year that ended March 31, 2026. This briefing is being conducted via live Internet streaming. 
Please refer to the presentation materials posted on the Company's website in the investor relations section. 

I will now introduce our presenters today. Mr. Kinya Seto, Director, Representative Executive Officer, 
President and CEO. 

Seto: Thank you for joining us today. 

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

Fujita: Thank you for joining us today. 

MC: Next is Ms. Aya Kawai, Senior Vice President and Leader of the Investor Relations Office. 

Kawai: Thank you for joining us. 

MC: My name is Setoguchi from the IR Office, and I will be chairing today's session. Thank you for your 
participation. 

I will explain the plan for the day. First, CFO Fujita will give an overview of the financial results. After that, CEO 
Seto will present the full-year financial outlook for the fiscal year ending March 31, 2027, and the progress of 
the management strategy. There will be time for questions and answers after that. The meeting is scheduled 
to end at 3:45 PM. 

Now, CFO Fujita will give an overview of the financial results. Thank you, Ms. Fujita. 
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Fujita: Hello everyone. I will now give an overview of the financial results. 

I will begin with today's key point, a summary of our performance for the fiscal year that ended March 31, 
2026. In the results for this period, core earnings were JPY38.5 billion and EBITDA was JPY121.6 billion. The 
results exceeded the forecast. 

In Japan, all segments achieved YoY growth in core earnings. Overseas, core earnings improved significantly. 
In the US, the effects of structural reforms have been realized, and the US business improved significantly in 
Q4, achieving profitability in the month of March. 
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Next, I would like to talk about the difference compared with our initial plan. 

Core earnings were higher and final profit was in line with the forecast. Variance in other income and expenses 
was due to additional restructuring costs, impairment of fixed assets due to economic downturn, and other 
factors, in addition to the initially anticipated restructuring. 

As for financial income and costs, the difference is due to foreign exchange losses. Tax expenses were affected 
by a change in the corporate tax rate. 
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The following is the current status of our overseas businesses. 

As for Europe, we will continue to promote the growth of the GROHE brand. With respect to IMEA, we will 
continue to ensure stable supply. 
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In Asia Pacific, we will work on market recovery and expansion of the sales network. 

In China, the market continues to be sluggish. It is in this context that we aim to make progress in sales of the 
GROHE brand. We will continue to expand sales of differentiated products. 
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I would like to talk about the progress of our overseas business, especially with regard to our US business, and 
what we are going to do in the future. 

As for the turnaround of the US business, there was a delay in the manifestation of the effects of high costs 
and price increases. This has resulted in a slow recovery. However, the effects of each measure began to 
emerge in Q4, and the business turned profitable in the month of March. We have taken these actions to 
optimize our staffing, restructure our supply chain, and optimize our business portfolio. 

For FYE2027, we plan to develop premium toilets, grow GROHE, and leverage the strengths of the American 
Standard brand, ASB, to develop shower toilets. 
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Please excuse any repetition, but these are highlights of the financial results. 

Sales revenue: JPY1,510.7 billion. This is an increase of JPY6 billion compared with the same period of the 
previous year. Core earnings were JPY38.5 billion, an increase of JPY7.2 billion YoY, EBITDA was JPY7.1 billion 
higher than the previous year, and final profit was JPY6.1 billion higher than the previous year. 

I believe it would be fair to say that the improvement in core earnings has had a positive impact on our 
profitability at each stage. 
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Consolidated results. Here, I would like you to pay attention to the profit margin. Both core earnings and 
EBITDA improved compared to the previous year. I think it can be said that the rate is also improving. 
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As I mentioned at the beginning of this presentation, this is the detail of the YoY improvements in all segments. 
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Consolidated financial position. Net assets increased due to the impact of foreign currency conversion and 
the recording of net income for the period. The equity ratio is 35.3%, and net interest-bearing debt was almost 
unchanged. 
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This is the cash flow situation. 

Operating cash flow decreased from the previous year. However, free cash flow remained positive. Last year 
it was JPY71.9 billion, and this year it is JPY59.1 billion, so we maintained a positive figure. 

That concludes my report. Thank you very much. 

MC:  

Next, CEO Seto will present the full-year financial outlook for the fiscal year ending March 31, 2027, as well as 
the progress of the management strategy. Please go ahead, Mr. Seto. 
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Seto: I would now like to talk about our earnings forecast for the fiscal year ending March 31, 2027. 

For the fiscal year ending March 31, 2027, we forecast revenue of JPY1,600 billion, core earnings of JPY45 
billion, and final profit of JPY12 billion. 

However, this forecast does not include the impact of the situation in the Middle East as it is difficult to 
reasonably factor in the impact of the situation due to the fact that there are currently so many variables. We 
would like to examine this carefully and, if possible, include this part of the plan in our next disclosure. 

The annual dividend is expected to be JPY90 per share, the same amount as before. 

I will talk about the current business environment and outlook in more detail in terms of the Middle East 
situation later, but let me start with other areas first. 

As Fujita mentioned earlier, the situation in the US was tough in 2025 as well. However, after the completion 
of the transition service agreement about the bathing business and major restructuring, things improved in 
the last three months, especially in March, when we achieved profitability in the US. 

As for the environment, regarding the US economy, we actually expected it to be a bit better, but 
unfortunately, due to affordability issues, there is very strong demand and widespread demand, but housing 
prices have become too high for people to afford. I feel that this is probably reaching a level that requires 
some kind of policy response, and in that sense, I think the economy may have difficulty recovering for the 
time being with regard to the United States. 

However, the fact that the business is now profitable is encouraging news, as it means that the previously 
unprofitable business is, in a sense, no longer expected to be a burden. 
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Europe was the most disappointing area. We had expected the economy to recover significantly during this 
fiscal year, and everyone agrees that the bottom was probably reached in the middle of last year. Housing 
prices have been rising in major markets such as Germany, France, Italy, and the Netherlands, and the number 
of housing starts and, in some cases, the number of rental units have also been increasing. So, recovery is 
occurring in Europe, but it is happening about one year later than was expected last year.  

During the past two very bad years, we were able to increase our market share and the average profit of 
GROHE, and I believe that we have reached a point where growth will have a significant effect here. 

As for the Middle East, IMEA, India, the Middle East and Africa, we are concerned about various issues, but 
for the time being, we have not seen any negative impact on the region. The IMEA region is basically divided 
equally among four regions: Saudi Arabia; the Gulf region, including the UAE; India; and Africa. 

First, the most damage is expected in the Gulf region, especially Dubai. For this region, there are great 
concerns about future projects due to the fact that there are no more foreigners there now. However, at the 
moment, there has been no drop-off. 

Saudi Arabia, on the other hand, although results remain subject to future circumstances, the business has 
been performing strongly up to this point. In Saudi Arabia, there is a possibility that financing for large projects 
will be delayed due to the turmoil, but on the other hand, higher oil prices mean that the government can 
afford it, especially with regard to the residential projects we are working on. We have not seen any impact 
on our projects so far. 

As for the India-Africa region, there will be some impact from fuel price inflation and other factors, but there 
will not be a major impact here either. Currently, we don't have such a negative forecast for three of these 
four regions. However, we have to be careful regarding the Gulf region. We believe it could get worse in the 
future if the impact of the conflict becomes more widespread. 

Meanwhile, in terms of direct damage to the economy, Southeast Asia is a cause for concern, especially 
Thailand, which had been on the verge of recovery. As for China, the bad situation continues. However, not 
only in China, but also in each region, there is growth in GROHE. I think the fact that even in China, sales are 
growing with respect to GROHE is a bright spot. I think this is a positive sign that we are able to produce 
differentiated products. 

As for the Japanese business, I don't think there were many people who imagined that new construction starts 
would decline this fiscal year by more than 10% from April to February, probably due to the number four 
special exception. It was expected that the numbers would decrease, but it was a big decrease. 

However, in the midst of this, we believe that this area will actually be a bit weak for some time to come. One 
of the reasons why we think the situation will be weak for a while is that, in addition to the possibility that 
new construction will be delayed due to a lack of insulation, as has been said recently. The number four special 
exception will delay the applications submitted by small and medium-sized companies, and then the permits 
and approvals themselves will also be delayed, resulting in more work and delays that have not yet been 
adjusted for. 

But of course, while we expect new construction starts in Japan to continue to gradually decline going forward, 
we believe that they will make an increase next year. The reason for that is that there will be some areas that 
have been piling up because of the licensing issues and other issues I mentioned earlier. Then there is the 
insulation issue, which I will talk about a little later on in regard to the impact from the Middle East, but I think 
it will get better at some point, because the problem won't last forever. 
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However, it may happen next year, and new construction is not that good in Japan. However, given the 
recovery we achieved in remodeling amid a 10% decline in new construction starts last period, we expect that 
we can have a certain amount of confidence in remodeling. 

 

In terms of our earnings outlook, in addition to the figures already mentioned, we are planning to keep the 
dividend at JPY90 per share due to the steady growth of EBITDA. 
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As for the risks associated with the situation in the Middle East, I think it will be very difficult to read. With so 
many variables that are difficult to read, we are a bit hesitant about forcing a prediction of a figure at this 
point, as we think it might be misleading, but I would like to examine the situation at this point closely without 
giving a figure. 

Where it will have a particularly large impact is in manufacturing and supply, with supply concerns being the 
biggest potential problem. However, at this point, we are on track for almost all of the petroleum-derived 
materials that we will obtain until around June. We are not in a situation where there is a great deal of 
uncertainty about July and beyond. As for aluminum, we have reached 80% scrap-derived materials, so we 
are not in a situation where there is a shortage. 

However, it is a fact that prices have risen considerably. Regarding this, I think we have to try to pass on the 
price somewhere. This will be passed on, and also, regarding the raw materials I mentioned earlier, we will 
not simply buy from the same sources, but will increase the number of additional suppliers. I am thinking that 
we will have to do this, which is what we experienced during the coronavirus pandemic. 

As for the copper price, I believe that it is not so much that the Iran issue has caused it to rise, but rather that 
the price has risen intrinsically. The difficulty in reading these things is that in many cases it seems that prices 
for aluminum and petroleum-derived products are expected to remain high for a long time, but I am not sure 
that is necessarily the case. 

First of all, regarding petroleum-derived materials, from the end of last year to January of this year, prior to 
the Iran issue, there was considerable concern about oversupply, and both Japan and Korea were adjusting 
their production facilities to deal with this. Also, there are many naphtha and plastics facilities in the US, China, 
and the Middle East that are scheduled to be newly built in 2027 and to begin operating next year. 
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These facilities are probably being built for different reasons, and the reason why such facilities are being built 
despite oversupply is that, for example, with respect to the US, there is no use for natural gas when the 
production of crude oil is increasing. And as for China, it is national policy to produce plastics on their own. 
This is also true of the Middle East. Furthermore, China does not necessarily rely on petroleum but uses many 
processed materials, such as acetylene from coal and ethylene from acetylene, so in this sense, there is 
definitely an oversupply of PE, PP, and PS when considering global supply and demand. 

However, as for Japan, and how this will be reflected in the market, there may be some products for which 
China will stop dual use, and since petrochemical products are very diverse, a shortage of any one of them 
may cause a temporary bottleneck there. So, they might not necessarily rise in a steady, linear fashion. 

As for aluminum, the reason for the current price increase is that at the end of last year, Mozal and Century, 
two major aluminum suppliers to Europe, announced that they would halt production for a year for 
maintenance, and also the recent conflict has affected aluminum plants in Bahrain and Abu Dhabi, UAE. Japan 
buys about 10% of its aluminum from the Middle East, so when that stopped, the price suddenly went up 
dramatically. 

Considering that Century and Mozal will probably reopen next year, and that Middle East facilities will 
probably reopen somewhere next year, we are told that the aluminum price may rise from USD3,600 now to 
about USD4,000, but there are forecasts that the price may reverse in the middle of next year to between 
USD2,800 and USD3, 200. So, I think it may not be a straight line. 

We have to make some reading of this area, but I think we shouldn't simply draw a straight line based on the 
panic-like situation that is happening right now. As for copper prices, I think there is a case to be made that 
they will go up. Of course, we also expect that the cost of fuel and electricity will rise. 

However, if the price of crude oil is only about USD80 per barrel, it is unlikely that plastic products will rise 
dramatically and continue to rise considering global supply and demand. But if this is the case, it will happen 
locally. In addition, we need to diversify our procurement sources for a wide variety of products, especially 
solvents, which have been clogged up in various ways this time. 

In addition, there is always the possibility that our suppliers, their suppliers, or our customers could get 
clogged up with products they did not buy from us, so we must keep in mind that contingencies can always 
occur. 

As for product delivery and delivery time, there are some delays in difficult areas such as the Middle East, and 
of course, the cost of crude oil is rising, and costs due to longer shipping routes are also rising. These factors 
are affecting us in various ways, but basically, we are planning to respond by making additional price revisions 
at some point. 
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Next is core earnings. Which, basically, does not include the situation in the Middle East this time, so I think 
that the bar on the right, where costs increase and prices are revised, will probably be a bit longer of a bar. 

Of course, we will not simply raise prices but will also use AI to increase productivity and lower costs, and 
focus more on differentiated products that are easy for us to profit from. I think we will have to increase our 
profits in a way that takes the same approach that has been successful in Europe. 
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As I mentioned last year, we have not made any changes in the medium term, but we are aiming to raise both 
the currently low core earnings margin and ROIC to 10% as long-term goals. In order to achieve this, we have 
been trying to turnaround what needs to be turned around and to divest what needs to be divested. 

We will continue to do so, and we will also continue to deal with inflation and supply chain issues like that 
which occurred due to the coronavirus pandemic and the Ukraine war, although on a much larger scale this 
time than during those previous two events. So far, we have increased sales in April compared to last year, so 
I think we are gradually responding to the difficult situation. 
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For the fiscal year ending March 31, 2027, last year, we presented a figure of JPY65 billion for the current 
fiscal year in the form of a roadmap for the medium-term plan, but unfortunately, we have forecast JPY45 
billion. 

The biggest negative factor that changed that outlook was the almost one-year delay in the recovery of the 
European housing market.  After all, Europe is our source of profit, and when Europe makes money, it has a 
very large and highly effective effect, which is why we have fallen behind here. 

Commodity prices have risen sharply since H2 of the fiscal year, and we will naturally respond to this by raising 
prices, but we have been slow in responding to this issue. These two factors were basically the main reasons 
for the delay. 

However, in Europe, we have been able to increase profits and improve the content of our business, although 
sales are the same as before, and we were able to increase our market share the year before last. Once the 
housing market in Europe recovers, we will be in a position to produce better figures than before. The Middle 
East, which had been making up for the US and China, has some cause for concern, but is growing firmly. The 
market share of the GROHE brand is increasing. Also, as I mentioned earlier, even with the decline in new 
construction starts, which have dropped by more than 10%, the fact that remodeling in Japan has produced 
results will probably be a positive factor going forward. 

I believe that the European market and commodity prices can be expected to move into the better part of 
their cycles from next year onward, so it is not necessarily that they have fallen and are no longer good, but 
that they can recover. 
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As I mentioned earlier, the situation in the Middle East is very significant with regard to risk, and I think it is 
possible that most of what is written here could be multiplied by the situation in the Middle East. 

That is also true for the European market. I think everyone agrees that the European market was actually very 
good last year and has bottomed out since last year. Major countries are getting better now, but this is still a 
problem mainly in the Middle East, where inflation is rising and interest rates are going up a bit again. There 
are also some problems with the objective environment, such as the further deterioration of the residential 
real estate markets in the US and China, but I believe that the bottom has been reached and that both Europe 
and the US are largely waiting for a recovery. 

One of the major influences will be what kind of policies Mr. Trump adopts in the future. It is evident that the 
US is currently grappling with affordability issues. If these challenges are addressed in the lead-up to the 
Midterm Elections, we are certain that housing starts will see a definite increase, and I think that will change. 

Meanwhile, as for Japan, to mention just one special circumstance, the number of new construction starts in 
the previous period was excessively lower than the original figure. It was supposed to gradually drop in line 
with the population, but it has dropped in one go. We expect this to improve the next year or so. The reason 
for the drop is the number four special exception, which, as I said, small and medium-sized companies and 
construction firms were not able to adapt to immediately. However, since some issuing of permits has also 
taken a long time, once that issue is resolved, things will naturally improve from there. 

Of course, also in the short term, the supply of insulation materials is a bit difficult right now, so new 
construction is lagging behind. In that sense, we believe that what has been a difficult challenge this term 
could be rather good news in the next term. 
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In addition, we cannot immediately respond to sudden increases in petroleum products and aluminum, so we 
believe that the delayed response will be a positive factor for next fiscal year and beyond. 

 

This time I have keenly felt, as I mentioned during the coronavirus pandemic, that recycling is very important 
in a resource-poor country like Japan considering inflation and the difficulty of supplying products. As for 
PremiAL, the fact that scrap can be used for more than 80% of the entire project means that we should not 
have much trouble procuring it, although the price of scrap will be somewhat linked to the price of aluminum 
if the price of aluminum rises this time. Also, I am beginning to think that it is very important for Japan to 
commercialize products like revia, using what used to be considered waste. 

In addition, although subsidies have been provided this time around, the In-plus and Rechent products will 
naturally become important when oil prices rise and the cost of energy in Japan must be reduced. Also, the 
first product that was said to be in short supply in this industry this time was insulation, followed by styrene 
monomer used for bathtubs. What we think may offer somewhat of a solution here is bathtubs made from 
cloth. 

We have made some progress in procuring styrene monomer, and I think we are now in a situation where we 
will not cause any inconvenience to the public with regard to baths. But I think it is very important to supply 
such products in Japan from a long-term perspective. 

That concludes what I have to say. I know this ran a bit long. In the remaining time we will ask for your 
questions. 
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Question & Answer 

 

MC [M]: We will now begin the question-and-answer session. 

Now, I would like to take questions from the participants. In order to receive more questions from more 
people, we will limit you to two questions at a time, in a one-question, one-answer format. If you have 
additional questions, please raise your hand again. 

Let's start with the first question. Mr. Fukushima, from Nomura Securities, please go ahead and ask your 
questions. 

Fukushima [Q]: I would like to ask two questions. 

The first is about risks associated with the Middle East, which includes the supply chain, supply, procurement 
of materials, and whether your company can really produce in the face of this supply issue. And you also 
mentioned the issue of cost, but I think President Seto mentioned again that there is no major concern about 
supply until June, and that there are no major concerns after July. What risks exist after July? Perhaps it is 
difficult to say at this point, but I would like to know more about the possible risks. This is my first question. 

The second is about the US business, which I believe you mentioned became profitable in the month of March. 
The bathtub business ended completely this past March, and I think the Company is now specializing in at 
least sanitary ceramic ware and toilets. I would appreciate your comments on the current competitiveness of 
the US business, future strategies, and whether or not profitability will become established. These are my two 
questions. 

Seto [A]: First of all, in terms of materials, with regard to the main materials, I think we are almost at the point 
where we have things covered. Since the situation is like it is now, there are some concerns among various 
companies, and quantities may be reduced. We have diversified the state of supply to some extent in the 
short term, so I think we have achieved that. 

I believe that the situation of not having this product in generic form is gradually being resolved. The 
government is doing its best on this, and we are also doing our best to search from various sources, but in 
some cases, we are stuck, and in other cases, we are buying from China, Korea, Taiwan, etc. 

For example, in the area of solvents, there is a lot of painstaking effort to determine the specific solvent that 
must be used for a particular type of paint. I think those things could cause problems in the future in the area 
of suppliers of suppliers. 

Also, as I mentioned earlier, there could be a problem, such as what is happening now with insulation, where 
our customers are unable to build their houses immediately because they cannot buy what they are buying 
from other suppliers. 

Since everyone is making tremendous efforts, and procurement is gradually leveling off in various ways, I think 
it is unlikely that a situation like the panic that first occurred will occur. However, this was also experienced 
during the coronavirus pandemic, when the most time-consuming and difficult part to procure was a very 
small part called anti-vibration rubber, which is a material used for bathtubs, and we were unable to get 
enough supply of it. So, I am not optimistic about the future. 

However, at this point, we have reached the point where there is nothing that we are absolutely worried 
about. I think that is really thanks to the hard work of all the employees. 
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As for the second point, the US market itself, which includes both toilets and faucets, is not good as an 
objective market because, to be honest, Home Depot, Fortune Brand, and others are all predicting very severe 
conditions for the current fiscal year. 

March is a month of comparative volume, so I think it would be difficult to say that because we turned a profit 
in March, we will remain in the black for the foreseeable future. It is true that we have to work harder and 
harder, but since we no longer have to incur extra costs, such as the transition service agreement about the 
bathing business, we can naturally reduce the number of distribution centers in turn, and we have also been 
able to optimize the number of personnel this time. There is also the question of what will happen when the 
market falls dramatically, and when a company has just returned to profitability, there is inevitably a series of 
unsettling factors. I believe we have achieved a certain likelihood in terms of profitability.  

MC [M]: Thank you, Mr. Fukushima. Next, Mr. Fukuhara from Jefferies, please ask your questions. 

Fukuhara [Q]:  

 

I have two questions. The first one is about how you have made the plan for this fiscal year. I am looking at 
page 40 of the slides, and here in the purchasing market section, there is a negative figure of JPY24.8 billion. 
I think this is due to copper and aluminum. 
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However, if we look at the overall view on page 24, we see that current prices have risen considerably since 
February, so is it safe to assume that this JPY24.8 billion in the current earnings forecast is likely to be inflated 
in the end? 
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The sales plan is on page 28, and although overseas sales are in yen terms, I believe that you expect a large 
increase in sales in current currency terms. First of all, could you please explain this cost aspect and how you 
created this top-line plan? 

Seto [A]: We expect that costs will definitely be inflated. Costs will be inflated above this assumption, 
especially with regard to plastic and aluminum. We also expect copper to swell to some extent. 

However, as a result, we are now preparing an additional price increase. Usually, price increases are for a 
limited number of products or a limited range of products, but we are considering a price increase for all 
products in a rather wide range. Moreover, we are preparing it in an earlier cycle than usual. I can't give you 
a date or a figure today for what the percentage will be, but I will try to get that out as soon as possible, and 
we will try to respond as best we can with that. 

For aluminum, we had planned to raise prices in April and May, but of course, this was not enough, so we had 
to do it again, and we are considering raising prices as soon as possible to cover as much as possible. 

As for sales, almost all markets other than China have bottomed out so far. Although there are differences, 
for example, sales in the Middle East are up more than 10% this month compared to last year, and in Japan, 
sales in April alone are probably up 3% to 4% compared to last year due to the fact that products were 
launched relatively early compared to other companies. So, the current situation is not bad. 

However, we are naturally concerned about the spread of the impact of the conflict in the Middle East, for 
example, were to lead to inflation and higher interest rates. I am also concerned that if the number of new 
construction starts in Japan were to drop drastically again, it would have an impact on our sales. At this point, 
however, I think we are fighting the good fight in terms of sales. 
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Fukuhara [Q]: My second question is about page 14. Just to confirm the figures, other income, which is 
between core earnings and operating expense, is now JPY10.1 billion for fiscal 2025, and I believe it was JPY5 
billion at the beginning. Also, I understand that JPY7.5 billion is included in this fiscal year's figure. What does 
this figure cover? If there is also structural reform involved, for example, what stage has been reached in the 
current structural reform?  

Seto [A]: I believe that there are few issues left that are clear and that need to be tackled at this point. 
However, we have decided on figures in consideration of the need to take action in case something happens 
in the Middle East or other regions, such as at factories in China, for example, where the economy is declining 
at a faster-than-expected pace. They are not figures that we have just added up. 

Fukuhara [Q]: In other words, can I assume that there is a buffer?  

Seto [A]: Yes. And there is usually something. In that sense, there would usually be something instead of 
figures for drastic structural reforms. Anyway, it is possible because now is a time of rapid change. 

In the long term, for example, it is expected that factories in Japan will have to close if you think of the extent 
of demand. So, we will have to watch the numbers to a certain extent. 

MC [M]: Thank you Mr. Fukushima. As we have received questions from many people, we will now limit you 
to two questions at a time, in a one-question, one-answer format. This is the next question. Ms. Okada, from 
Goldman Sachs, please ask your questions. 

Okada [Q]: I would like to ask you about your domestic business. The price of paint and other various materials 
has gone up, and I am not sure if this will continue in the medium to long term. In actuality the cost of thinner 
has risen 75% and the price of paint and other things is rising. If the price of houses themselves goes up, I have 
a feeling that some people will give up on building houses, including new housing starts. 

If you also plan to raise prices, and if the industry as a whole implements price increases, there is a risk that 
consumers will not be able to keep up. How do you regard that impact on volume? 

Seto [A]: First of all, this is a bit off topic, but actually, the first thing we ran out of was the solvent-related 
products you mentioned, such as thinner, toluene, and acetone. This was due to a shortage of acetone, which 
is used in semiconductors and in the manufacturing industry to wash molds, etc., in fairly large quantities, and 
since it was really needed to move on to the next step, everyone bought up a lot of it. This led to a sudden 
shortage, which in turn led to this price increase. 

It is difficult to say how long this will continue in the long term, and it is difficult to talk about everything just 
based on solvents alone, because they are not the only thing that can be produced, but they are a part of the 
various products that are produced. I think it is definitely true that solvents were the first material to face 
supply issues. 

On the other hand, as you mentioned, there is no doubt that we are in a situation where we have to raise the 
prices of all products to some extent, and as a result, as happened after the coronavirus pandemic, the overall 
price increases will make it harder for new, first-time homebuyers to buy so-called cheap houses. This will 
definitely happen. So, as a result, I think it is quite possible that the speed at which this is done could result in 
a faster decline in the number of new construction starts. 

So then, I guess the question is, what will people do then? After all, as you know, Japan is a country with a 
very high number of new construction starts relative to its population, so in essence, it is a place where many 
inexpensive houses are built, and I think there is a huge demand for changing to good houses. I think we were 
able to successfully grasp that, and I think that is one of the reasons why we were able to maintain our sales 
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even though the number of new construction starts dropped 10%. There are always people who have given 
up on building a house but want to insulate one or who have given up on building a house but want to improve 
the kitchen or bathroom, so I think the question is how to capture such demand. 

For example, if a person who is planning to spend JPY30 million on a house, rather than spending it on concrete 
or steel, he or she can spend the entire JPY30 million on the kitchen, windows, and other residential facilities. 
If they spend the entire JPY30 million on housing facilities such as kitchens, windows, etc., rather than on 
concrete or steel, our share of the JPY30 million will increase. 

In this sense, as housing equipment and building material manufacturers, we believe that there are ways to 
compete in terms of how to create a market. But as you say, the number of new construction starts itself is 
likely to decline. The challenge of how to create a profitable structure is basically to increase the profit margin 
of each individual product and increase profit overall by at the same time lowering overhead costs by using 
AI and BI for each small business. In a sense, I think we were able to demonstrate this in some form last fiscal 
year. 

I really understand your concern, and if insulation material really stops this year and new construction starts 
decrease in the long term, I think that is possible in the short term, but I think it is probably too extreme and 
misleading to assume that supply will continue to be difficult or that all products will go up 50% or 70%. 

MC [M]: Thank you Ms. Okada. Next, Mr. Kawashima, from SMBC Nikko Securities, please ask your questions. 

Kawashima [Q]:This overlaps somewhat with what you have said so far, but ultimately, what framework is 
the significant increase in overseas LWT sales and profits in the current and new fiscal year coming from? 

I don't know if the US deficit in profits will reach complete elimination, but if it shrinks considerably, it should 
improve profits by a few billion yen around the latter half. If that happens, does it mean that the lack of profit 
growth in spite of increased revenues is being eaten up by increased expenses? Or is the ASB deficit is not 
going to decrease that significantly? I am having a little difficulty understanding the balance between this 
increase in sales and profit, so please help me out. 

Seto [A]: I think that a major part of this is that the US business, centered on American Standard, is becoming 
a break-even business, which is making a major contribution to profits. 

Again, the delay, or the fact that we thought we could go a bit further, but we couldn't, is that the European 
market has not yet expanded enough, so if that is triggered at some point, I think that will make a big 
difference there. But as you say, that is where I think we are in regards to large profit increments. 

In addition, the contribution to the profit margin is not so great, although there is a significant contribution 
from the reduction of negative items to zero. We are also not too optimistic about the continued growth of 
profits in Europe by raising all added value, as happened last year.  

Kawai [A]: I would like to add a few more comments as Kawai from IR. 

I'm sure you have already looked at the waterfall graph on page 40, where it says that LWT overseas increased 
by JPY9.2 billion. As Seto mentioned earlier, the US portion of the break-even amount was a negative USD55 
million at the end of the fiscal year, so the yen value of the US dollar is having an effect. 

Of course, there are some positive results in Europe, but in the big picture, I hope you recognize that the 
recovery in the Americas has been effective. 

Kawashima [Q]: So then, in hindsight, the sales plan is somewhat excessive? 
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Seto [A]: We are mostly in Europe, so if we go by exchange rates, the positive exchange rate in Europe is quite 
large, so I don't think it is excessive. It may be that the products are gradually becoming more profitable, but 
although the number of units is not increasing, I think it is increasing in terms of sales. Last year, this was not 
the case throughout the year, but I think it will be in effect throughout the year this year. 

MC [M]: Thank you Mr. Kawashima. Next, Mr. Teraoka, from Daiwa Securities, please ask your questions. 

Teraoka [Q]:  

You mentioned that the impact of the Middle East situation has not been factored in this time and that you 
will present the results as soon as they are examined closely. Once you have incorporated the impact of the 
Middle East situation, is it correct to assume it will reduce the earnings outlook? Or, should we assume that 
it will not necessarily be that way, since it seems that various price revisions, etc. are being considered? I 
would like to know your thoughts about this area. 

Seto [A]: Actually, our conclusion is that, as of today, both are possibilities, and we would like to examine the 
numbers a little more closely. 

For example, as I mentioned earlier, sales in Japan were actually quite strong in April. I think the reason for 
the strong performance in Japan is that we were able to normalize our procurement somewhat earlier than 
our competitors. 

I don't know how long this will continue, but at this point, we are still receiving several times the number of 
orders we originally received every day. However, among the orders that are several times larger, some have 
delivery dates that are quite far in the future, and some are temporary orders that will disappear once other 
orders normalize, so it is not clear how much of that will be reflected in the orders. 

As for ourselves, in April, we were not completely clear on purchasing in the early part of the month, so at 
this point, we are probably at 104% or 103% of last year's level, but I think there is a possibility that May will 
be a little better. However, there is a possibility that this may not be the case, which makes it very difficult for 
us to read. Also, in terms of cost, it is still difficult to change from the original forecast, given the fact that we 
are now purchasing from various sources. 

On the other hand, as you mentioned, there is price revision. We are now working on price revisions for many 
items at a faster pace than in the past, so we need to consider how much of an impact this will have on our 
business. 

The fact is that we do not yet have a clear understanding of which is more likely. 

Teraoka [M]: I understand. I am anticipating a little upward movement. 

MC [M]: Thank you, Mr. Teraoka. Let's go to the next question. Mr. Mochizuki, from CLSA Securities, please 
ask your questions. 

Mochizuki [Q]: I would like to ask about price revisions. 

You mentioned that you wanted to increase the number of items as quickly as possible, but in the past, it took 
time to absorb the cost increase, sometimes as long as one or two years. There is a great deal of uncertainty 
this time around, but how long do you expect it to take to absorb the cost increase? Can you tell us whether 
it is possible to absorb quite a bit of the increase in a single price increase or whether it is still appropriate to 
raise prices several times, and in what specific way should we look at the speed of this increase? Thank you. 
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Seto [A]:  

Basically, we are trying to do things at a different speed. I have to admit that I have some regrets about the 
coronavirus pandemic, and we had a very hard time raising the level at that time. And it was not easy for each 
business division to get on the same page. 

We were very concerned about the competitiveness of our products. But we were the first to increase our 
market share, and in the end, everyone eventually increased their market share, and based on that experience, 
I think it is very important for us to quickly raise the necessary amount of money in one go. 

However, when it comes to the time period to be covered, if it is done on October 1, it would end up covering 
six months, right?  If it were done on July 1, it would cover nine months. So, we also have to think about how 
much we can recover there in this fiscal year. As another factor in that, as I mentioned earlier, I think aluminum 
prices will probably fall next year. Perhaps the price of plastic will settle down to some extent. I think that if 
we raise prices once, it will be harder to say that because it took two years to persuade all the people, it took 
this long to recover, as was said in the past. 

We will try to find a way to collect as much as possible in a single session. 

MC [M]: Thank you, Mr. Mochizuki. Next, Mr. Yagi, from Morgan Stanley MUFG Securities, please ask your 
questions. 

Yagi [Q]:  Let me just confirm one point, though it has been covered somewhat by the questions that have 
been asked so far. Regarding the risk of the situation in the Middle East, from what you have just explained, 
basically, it depends on how long it will last. But it sounds as if we should be most concerned about the cost 
increase and just watch how much you can raise prices to pass on the cost increase to your customers. Is that 
correct? 

Basically, you have a clear prospect for procurement of parts and materials after July, so there is no risk at 
this point unless the situation becomes prolonged. I would like to confirm that, at this point, costs and the 
execution of price increases is what will have impact. 

Seto [A]:  

As you say, I think the first thing we need to think about is what we can do ourselves. When it comes to what 
we can do ourselves, I think there are two things we can probably do: have as wide a range of suppliers as 
possible and make massive price revisions at the earliest possible time. 

However, there are things that we may not be able to control. For example, when we tried to build a new 
house, the insulation material had not arrived. We do produce some insulation materials, but as we are not a 
major manufacturer, it is not the case that there is no need to worry about such things. I believe that there is 
still a possibility of a clog somewhere with customers or suppliers, which could cause problems. 

However, considering the panic that existed at the beginning, I think that the situation has stabilized 
considerably for us. In response to your question, well, that's about it, but there are many other things to 
worry about. 

Yagi [Q]: I understand. I have one supplementary question. In that sense, would it be correct to say that your 
biggest concern in areas you cannot control is insulation, or do you have any other concerns or components 
in areas you cannot control? 
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Seto [A]: The part we can see is insulation, but as Ms. Okada of Goldman Sachs mentioned earlier, the price 
of everything has gone up, and customers are shifting their interest from housing to other things. So, I think 
there are a lot of things we need to do, including determining how to shift their interest back to remodeling. 

MC [M]: Thank you, Mr. Yagi. 

Thank you very much for so many questions. We sincerely apologize for the format of one question per person 
instituted during the session due to time constraints. Please contact the IR office and we will answer any 
further questions you have. 

Seto [A]: There is something I forgot to say in my earlier answer that is also related to Ms. Okada's question. 
This overlaps with the questions just asked by Mr. Yagi and Mr. Mochizuki. 

It is true that it is difficult to raise prices all at once, but compared to overseas competitors, Japan has clearly 
not yet fully raised its prices. Even though they have actually risen. Looking at past history, other foreign 
companies have ended price increases that occurred due to the coronavirus pandemic or Ukraine or other 
issues at an earlier time. In Japan, however, we have not been able to do so, which is something we must do 
for the sake of sustainability of the industry as a whole. 

MC [M]: We will now conclude the financial results briefing for LIXIL Corporation for the fiscal year that ended 
March 31, 2026. Thank you very much for joining us today. 

[END] 

______________ 
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