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Presentation 
 

MC: We will now begin the financial results briefing of LIXIL Corporation for the fiscal year ended March 31, 
2024. This briefing is being conducted via live internet streaming. Thank you. 

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

Seto: Thank you. 

MC: Next, as we have also disclosed the change in structure, Ms. Mariko Fujita, newly appointed as Executive 
Officer, Executive Vice President, and CFO in April. 

Fujita: Thank you very much. 

MC: Ms. Aya Kawai, Leader of the IR Office. 

Kawai: Thank you very much. 

MC: My name is Fukushima from the IR Office, and I am the moderator for today's session. Please refer to the 
presentation materials posted on our website in the Investor Relations section. 

First, let me explain today's proceedings.  

First of all, CEO Seto would like to explain our financial results for the fiscal year ended March 31, 2024. This 
will be followed by a question-and-answer session. If you have any questions, please enter your company 
name, your name, and your question using the Q&A button displayed at the bottom of the viewing screen. 
Please limit each person to two questions first. Questions will be accepted at any time. The event is scheduled 
to end at 6:00 PM. Thank you for your cooperation. 

Mr. Seto will now explain the financial results for the fiscal year ended March 31, 2024. Mr. Seto, please. 
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Seto: Hello, everyone. I will now present the financial results for the fiscal year ended March 31, 2024. 

First, we unfortunately had a slowdown in Q4, in the fiscal year ended March 31, 2024. The reason for the 
slowdown is that, until now, international sales, especially in Europe, have been poor for the entire fiscal year, 
but sales in Japan have deteriorated further. Especially in March, the number of new housing starts dropped 
12.8% compared to last year. Therefore, it is true that Q4 was a difficult time for us, as we were not fully 
engaged in remodeling.  

Nevertheless, the LHT window renovation subsidy, which supported us until December, was affected by the 
transitional period for applications, resulting in a slower-than-expected performance. 

On the other hand, we made more progress than we had expected in implementing various structural reforms, 
partly because of sluggish demand in international markets. The progress we have made has, in a sense, 
resulted in an increase in operating costs, which affected core earnings, as well as in costs that come under 
core earnings. As a result, we consider that the results for Q4 were worse than planned for the full year. 

Looking at the full year, I think the most significant factor during the past year was that housing-related 
conditions were poor, especially in Europe and the United States, due to high interest rates in international 
markets and the progression of inflation. 

On the other hand, as for structural reforms in the US and Europe, I think we have accelerated ahead of 
schedule. In Japan, as I mentioned earlier, the number of new housing starts decreased by 5% to 6%. Our 
initial plan was to expect the same level as last year, so the result was disappointing because of the 
considerable drop in that part that we had expected. 



 
 

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

5 
 

 

In this way, the fiscal year ended March 31, 2024 was a difficult one, but the objective situation has not 
changed significantly for the fiscal year ending March 31, 2025. However, due to the results of our structural 
reforms and other factors, we have improved our core earnings to JPY35 billion, and we expect to pay an 
annual dividend of JPY90 per share. 

Overall, structural reforms, some of which were started relatively early in Q4 as mentioned earlier, will 
continue until about Q1. Although we expect the economy to remain the same to some extent, the effects of 
the structural reforms we are undertaking will gradually appear later on.  

The core earnings is JPY35 billion, and I estimate that the core earnings will be bottom-heavy in the latter half 
compared to the earlier half. 

As I mentioned earlier, we expect the number of new housing starts to be weak, and although there is a 
possibility that the interest rate environment in Europe and the US will improve this fiscal year, demand itself 
is projected to remain at the same level as the previous fiscal year.  

However, we consider the current results as a result of the structural reforms we are implementing this time, 
especially the improvement in earnings for the international business due to the structural reforms 
implemented in the previous fiscal year. 

On the other hand, structural reform of the international business, of course, cannot be implemented forever, 
so we are planning to finish roughly 90% of it in this fiscal year. There are some structural reforms that need 
to be continued for various reasons, but we would like to terminate structural reforms that will drag down 
overall business performance this fiscal year. 
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As a key point of today's explanation, the waterfall chart, as shown in the presentation, shows that despite 
recent annual increase in costs, raw materials, and labor costs, we have increased sales by shifting towards 
renovation business and through window renovations, as well as price optimizations in Japan. Then, on the 
other hand, what struck us was the decline in sales due to the drop in demand in Europe and the US, which 
ultimately led to a decrease in profits. 

To be honest, I am disappointed that we ended up with almost the same level of performance, and I regret 
that we were not good enough. 

On the other hand, business environment has not changed significantly in the current fiscal year. At first, 
prices of various raw materials rose, and we responded by raising prices and enhancing reforms, but demand 
for our international business dropped more than we expected last year. We are now forecasting JPY35 billion 
based on this demand, and by boosting profits through structural reforms. 

It is difficult to predict when a full-fledged recovery will take place, but with regard to the European economy, 
in the best-case scenario, if interest rates fall in June, most forecasts indicate that demand will begin to 
recover from around January. 

On the other hand, in the US, the mainstream view is that interest rates are likely to fall in September, but 
demand has been rising in some areas as it becomes unbearable to endure any longer. Therefore, we believe 
that US business performance will probably remain close to flat year on year during the current fiscal year. 
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However, I think we are doing what we should be doing in the long term, and in the short term, we are doing 
what we should be doing, despite the fact that commodity prices have really gone up since COVID-19, and 
there have been economic downturns in Europe and the United States. If demand returns properly, we are 
aiming for 10% ROIC, and then 10% core earnings in the long term. 

However, as I will explain later, we aim to achieve both sustainable growth and social impact, both of which 
are important to us. I believe that we now have all the items we need to do this. 
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Many things have occurred in the past two to three years, and we have been dealing with inflation and supply 
chain issues related to transforming the Company. 

As I mentioned earlier, we were able to accelerate our structural reforms a little, so we were able to spend 
JPY12 billion in the last fiscal year. Although core earnings have fallen in part, the effect of this part to be 
realized in FYE2025 will be JPY6 billion.  

In addition, we are planning to spend up to JPY6.5 billion on structural reforms for FYE2025. 
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On the other hand, in terms of growth, especially in the area of water-related products, we will advance our 
digital transformation in Japan using AI and other technologies to improve the efficiency of not only LWT but 
also LHT, while shifting actual development resources to international markets. 

For international business, we need to focus on highly profitable faucets and flushing systems in order to 
stabilize our portfolio while achieving growth. 

However, as for the Japan market, even though remodeling will increase, it will not grow that much, so how 
to contribute the Japan business in order to grow international business will be an important theme. 

This year, we plan to launch more new products in the Japan water business than we have in the past few 
years. As for our international business, in April, we have introduced the full-scale launch of GROHE SPA in 
Milan, and in May, we will begin the launch of KINUAMI showers in China, which had a great impact in Japan. 
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Today I want to focus on explaining this slide. First, as I mentioned earlier in the Playbook, we would like to 
differentiate our products by their contribution to society and the environment. In fact, we have already done 
a great deal of work on the development of such products.  

However, how to expand sales of this product, how to market it, and how to increase its profitability as a 
differentiated product, are issues that will need to be addressed in the future. 

The first of these large products is PremiAL in the upper left corner. This is a product that can reduce CO2 
emissions by 97% on an extrusion product basis, because it is made mainly from scrap rather than from 
bauxite in the aluminum-making process. In reality, we were able to launch PremiAL R100 at the end of last 
year, and we are now able to make up to 75% of our raw materials from scrap on average. 

We have to sell these products at a premium because they are PremiAL. In fact, we and a Norwegian company 
called Hydro are the only two companies in the world that can do this, and we would like to make this a 
premium product that will serve as a trump card for various companies to reduce CO2 emissions. 

We have already received offers from several companies to buy it at a premium, and it is selling well, not only 
for buildings but also for automotive applications, for example. We estimate our aluminum-related product 
business is about JPY450 billion, but in reducing CO2 emissions in Japan as a whole by 2030, I think that we 
can expect about a significant figure of JPY300 billion. 

And below it, revia. As I have introduced several times, this is a material called revia, which is made by 
combining waste plastic, which is said to be unrecyclable, with waste wood. This year, we will begin factory 
production of this material for the first time. So far, we have been selling products made in our experimental 
facilities in small quantities, but we believe that full-scale production can begin this year. 
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Achieving the sales target will depend on how much the market appreciates the product and how seriously 
the world takes the current waste plastic problem, but we believe that the goal of selling JPY100 billion by 
2030 is a feasible figure. 

Then there is KINUAMI up the middle. As I mentioned earlier, this year we will start selling these products 
around the world. Originally, we started these products for people with sensitive skin, for beauty, and for 
nursing care for people who cannot fully use their arms.  

In international markets, we have received a lot of positive feedback on the shower's ability to save time and 
keep the body moist, so we are planning to sell it around the world this year, starting with China. We are 
planning to expand by first introducing the product in China in May, and then introducing it extensively in 
Europe this winter or early next year. 

Then, next is the shower toilet. The biggest difference between us and other companies is that our products 
have two nozzles. The idea is to have a separate nozzle for washing women's delicate body parts from the 
nozzle for washing the anus, so that women can comfortably use this nozzle to wash cleanly even when they 
go outside. It can contribute to society by allowing people to work outside without discomfort even when 
they are menstruating. 

We believe that this is also an SDGs product, and as Femtech (products and services that addresses health 
issues unique to women), we are trying to differentiate ourselves not only with this product, but also with the 
direction of making toilets that are friendly to women. 

Then Greentap, GROHE Blue in the upper right corner. This is an ingenious way to make sure that you can 
drink good tasting water from the faucet. For Greentap, we are working with Suntory to bring out Suntory's 
mineralized water from the faucet, and for GROHE Blue, we bring out carbonated water from the faucet.  

If we enable this, we will not have to use gasoline or spend money on transportation to bring water to homes, 
and we will also be able to reduce the volume of plastic containers used to transport the water, and I believe 
we can make a significant contribution to the environment as well. 

It is difficult to determine the size of the market, but in southern Europe, Spain, Italy, and France, for example, 
sparkling water is used. Considering this demand, it is said that there is really a need worth several hundred 
billion yen here alone, so I think that taking a profit of several tens of billions of yen here is a figure that is 
quite feasible. 

Then the heat-insulation renovation in the last lower right corner. In addition to sashes and doors, for which 
we have been receiving subsidies, Japan must insulate exterior walls as a matter of national policy. As Japan 
continues to attract semiconductor factories and data centers one after another, I think it is clear to some 
extent that there will be a shortage of electricity. In this context, I believe that there is a high level of attention 
to this insulation renovation in terms of what can be done at home and how much electricity can be reduced. 

In that sense, we have achieved sales of more than JPY50 billion in FYE2024 since the subsidy for sashes was 
introduced, and we believe that JPY80 billion is a very realistic figure if we add these other products to that 
total. 

All these products I just mentioned are already made as products. They are all products that we could sell if 
someone asked us to do so tomorrow. 

In addition to that, the Everstream Shower is an ingenious device that allows you to reuse the warm water 
from the shower once you have used it, using the filter. Then there are faucets that use trivalent chromium 
on the surface instead of hexavalent chromium, which is said to be harmful to the body. Re-invented Toilet, 
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which eliminate the need for septic systems in toilets. All of these technologies have also been perfected. 
Then we will add the final touches to the product, such as the design, and I think it will become a product that 
will be sold over the next year or two. 

If we add all of these products to our lineup, and if we are able to fully introduce the value of these products 
to society, and if society is willing to buy these products, I believe that we will be able to sell these 
differentiated products at differentiated prices, and that the portion of our sales that is attributable to the 
environmental and social impact of these products alone will account for more than half of our total sales.  

I believe that this is one of the paths to finally achieve the high core earnings margin that I mentioned earlier. 

 

However, going back to the highlights of the most recent financial results, unfortunately, revenue for this 
fiscal year fell not only in international markets but also in Japan due to the decline in demand, and core 
earnings also unfortunately fell due to the overall decline in demand, despite the positive impact of subsidies 
for LHT and other factors. 

As for the profit for the year, we have implemented structural reforms this time. Also, we wanted to organize 
this to be an issue in the past, but regarding Permasteelisa, we have likely conducted the final liquidation this 
time. Although profit for the year was negative due to a slight increase in financial expenses caused by higher 
interest rates and an increase in some tax expenses, there are still many areas where we did not lose cash. As 
I will explain later, I think it is safe to say that we have a stable financial base. 
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In such an environment, as I will explain later in the dividend section, core earnings was very disappointing, 
but even under these circumstances, we were able to maintain 7% EBITDA. We were able to secure JPY104.5 
billion in EBITDA as a whole, which I would like to emphasize. 
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By business segment, LWT in particular struggled this year. In the Japan business, while new housing starts 
dropped sharply, we did not increase remodeling sufficiently, which we regard as an issue that we need to 
improve. In addition, the biggest factor in the decrease in profits was Europe, the main source of earnings. 
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In terms of the consolidated financial position, net interest-bearing debt decreased by JPY18.5 billion in the 
most recent quarter, and the equity ratio is currently 34.1%. We have been saying for some time that 35% is 
our ideal, and I think we are getting closer to the number we had in mind. 
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Cash flow, on the other hand, has improved significantly. Although there were some problems, such as a large 
increase in accounts payable due to the Declaration for Building Partnerships, etc., JPY32.4 billion 
improvement in cash flow over the same period last year is good news in this profit situation. 
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Next, regarding our dividend policy. We previously had the dividend payout ratio, but in reality, what we have 
been doing for the past several years is that we have earned money, invested what we should have invested 
with the cash we earned, paid taxes, paid interest, and as I mentioned earlier, we have investments for 
maintenance as well as for the future, and if all these investments are well earned, then we will actively return 
the money to our shareholders to some extent. Therefore, I think it is appropriate to consider dividends based 
on EBITDA. 

At this point, our earning power itself has weakened somewhat, but if we look at the ratio of the dividend 
against adjusted EBITDA, we can still achieve about 30%, so we have set our annual dividend per share forecast 
at JPY90 for the current fiscal year. 
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As for the number of new housing starts as an assumption for the current forecast, to be honest, I am 
concerned about the slow movement of the number of new housing starts. Given that the number of new 
housing starts decreased by 12.8% in March, it seems that the current situation is quite difficult. 

On the other hand, what we are watching very closely is the level of interest rates in the upper right-hand 
corner of this page. Within Europe, the Netherlands, which is said to be relatively hawkish, is seen to be 
lowering the interest rates in June, so I think that the ECB, Germany, and most of Continental Europe is 
expected to have agreed to lower interest rates in June.  

On the other hand, I think the US is currently in a situation where even if interest rates drop, it will be by a 
small amount. 

I have heard from various market participants that it takes six months for interest rates to have an impact on 
the market, so if interest rates were to drop in June, the earliest we could expect to see an impact will be in 
January. Since we do not know if the impact will be that sharp, we are looking at the same demand as the 
previous year for the forecast for this fiscal year. 

In the US existing home market, while interest rates have been tight, I suspect that there is a trend that some 
people are buying second-hand homes impulsively. The market is expected to remain flat, just as in Europe, 
but I think that the US market may be better than European market over the course of a year. 
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Lastly, about how to use money as I mentioned earlier. To ensure that our stakeholders feel assured looking 
at this slide, we will keep capital expenditures low enough to be covered by depreciation, while at the same 
time gradually use R&D expenses. As a result of these efforts, a variety of wonderful products have been 
created, as I mentioned earlier, and we believe that we are making a good investment in the creation of 
products that contribute to society and the environment. 

I have explained our financial results for this fiscal year and what we intend to do in the future. Thank you. 
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Question & Answer 

 

MC [M]: We will now begin the question-and-answer session. If you have any questions, please click on the 
Q&A button at the bottom of the screen and enter your company name, your name, and your question on 
the input screen. 

I will now read out the first question. Ms. Okada of Goldman Sachs Securities Japan has asked us two questions. 

Okada [Q]: The low margins in the international LWT business have been greatly affected by the rapid changes 
in the industry environment. What strategies, including the effects of structural reforms, will you take in the 
short, medium, and long term to improve margins to the previous level? 

Seto [A]: I think it's a straightforward thing, but the biggest cause of the low margin is that the demand has 
decreased, and the margin is low because it cannot support the fixed cost. Rather than the so-called cost push, 
the fixed costs have become a bigger percentage of the total cost. In the case of Europe in particular, the 
market demand has fallen sharply by more than 20%, and I believe that if demand returns, the margins for 
this area will automatically improve. 

However, not only that, but we are also making efforts to reduce costs through structural reforms in this 
opportunity. One thing I can say is that our faucet business in particular has a relatively high profit margin, 
but we make and sell almost all of our products ourselves, and in this sense, the high fixed costs make us 
vulnerable to fluctuations, and we are trying to change this structure. 

I have just introduced a variety of products, and, in terms of new products related to the environment and 
society, other companies have not announced that they are producing such products. So, in that sense, I think 
that, over the long term, launching such differentiated products will have a great effect. 

Okada [Q]: Regarding the dividend policy, you have decided to use the adjusted EBITDA basis. Do you have 
the consent of the financial institutions? Also, please provide some background on this policy change. 

Seto [A]: I have not asked about it, but as I mentioned earlier, the adjusted EBITDA basis is basically the normal 
way of thinking about how to divide the money earned after the necessary investments, interest, and taxes 
are paid, and what is left over.  

On the other hand, the problem in our case is that although our EBITDA is at a high level, the profit is highly 
volatile due to high depreciation expenses that do not generate cash, and thus the volatility of the absolute 
value is high. To be honest, I think it was unreasonable for a company like ours to have a dividend payout ratio 
in the first place. I think we can come to an understanding in that sense. I believe that the change in policy is 
a change in accordance with the state of the Company. 

MC [M]: Next, we have two questions from Mr. Fukuhara, Jefferies Securities. 

Fukuhara [Q]: I have a question regarding the change in dividend policy. You mentioned the dividend amount 
considering medium- to long-term EBITDA and flexible share buybacks, but do you have any hints as to 
numerical targets, such as a dividend payout ratio? What are the internal standards for share buybacks, since 
the Company did not announce a share buyback this time, even at the most recent share price level? With the 
remaining challenge of improving the Company's financial soundness, can we expect the Company to buy 
back its own shares? 
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Seto [A]: We don't think about what is often used in terms of dividend payout ratios, such as 30% or 40%. 
Basically, as I told earlier, I think the first thing to do is to use the investments that should be used in EBITDA, 
and then pay the taxes and interests, and then think about the rest of it. 

In the medium term, I think it is possible to continue at the current level, because we are able to produce 
good products in our current investment activities, and I think we will be able to increase the absolute amount. 
But considering that, for example, if EBITDA increases by 30%, will the dividend also increase by 30%, I don't 
think that is what the issue is about. This is not something for the CEO to say, but something for the Board of 
Directors to think about. If we are to give a hint as to our numerical targets, we believe that dividend stability 
is an important factor. 

As for share buybacks, we have no immediate plans to do so. Of course, there are good and bad aspects to 
share buybacks, but I think share buybacks are possible when, for example, a company has temporarily 
generated a large amount of cash by selling some assets but has no immediate plans to use that cash for 
investment. However, we have no specific plans to do so at this time. 

Fukuhara [Q]: This is about the business plan for the fiscal year ending March 31, 2025. The Japan business is 
expected to see a small increase in profit relative to the increase in revenue. While it can be assumed that 
increased procurement costs, etc., are factored in, the effect of subsidies on window sashes can also be 
expected. Could you please provide us with some more assumptions for your Japan profit forecast? 

In addition, how much of the increase in international sales, the acquisition effect of Basco, the price increase, 
and the volume effect, respectively, are incorporated in the plan for Americas to increase its sales by 3%? The 
EMEA revenue growth plan of 6% appears to incorporate a recovery from H2 of the previous fiscal year, 
perhaps because there were signs of a recovery in current orders. 

Seto [A]: First of all, regarding the performance forecast for Japan, the increase in profit is small compared to 
the increase in revenue, but it is certain that labor costs and other costs have risen. Within procurement costs, 
there are elements where our suppliers are raising their own labor costs. Therefore, we have factored in the 
timing issue of raising prices in this regard. 

As for subsidies for window sashes, we have included in our forecast as it is that JPY100 billion will increase 
to JPY135 billion. 

International business, in the US, there is the effect of the dissolution of DPI. In this sense, revenue will 
naturally decrease, but since DPI was in the red, we believe it will be effective in terms of increased profits. 

We believe that the market assumptions are basically the same for both the US and Europe. However, in 
Europe, to be honest, we are seeing the effects of gaining some market share, from which we are seeing a 
recovery in volume. This is especially the case for showers and new products in showers, as well as for e-
commerce and retail, where our sales have been sluggish, but our market share has increased more than we 
expected. I think that the situation in Europe has improved somewhat. But we see the demand itself as the 
same in our plan. 

MC [M]: Next, we have two questions from Sumitomo Mitsui Trust Asset Management, Mr. Takegawa. 

Takegawa [Q]: Regarding your measures, namely numbers 1, 2, and 3, specifically when and what will be done 
by, as stated on page 15 of the presentation material, the slide entitled "Actions to better focus on cost of 
capital and share price," I understand the possibility of impact by market and economic fluctuations. In order 
to return to 1x P/B ratio, please provide us with a time frame and a perspective on the measures to be taken. 
Note that restructuring has been ongoing, but why has restructuring not been effective in light of the fact that 
profits have been declining year after year? 
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Seto [A]: I think COVID-19 had a big impact on the period from 2020 to 2021. Then, as for the period from 
2021 to 2022, after the COVID-19, the price of components rose sharply. Regarding the rise in copper, 
aluminum, etc., especially copper, we were not able to respond sufficiently in time. 

As for the period from 2022 to 2023, after the recovery from the COVID-19 pandemic, we had a slowdown in 
shipping, then the invasion of Ukraine, etc., which caused problems in the supply chain in H1 of the year and 
a recession in Europe in H2. Lastly, the recession in Europe has directly contributed to the problem of 
inadequate production in relation to demand. 

Therefore, if no such things had happened, we would have had a satisfactory result. This is the story of 
measures 1, 2, and 3, all connected. As for the third measure, if demand increases, core earnings will naturally 
improve, and in turn, once the structural reforms are completed, net profit will improve. I believe that order 
of the measures is such that the measures 1 and 3 are quite strongly linked, and as for measure 2, it will 
improve to some extent when the effects of structural reforms are completed this fiscal year. 

Takegawa [Q]: This is regarding the change in your return policy. Is my understanding correct that if there 
was no change in the environment, both in Japan and international markets, and that if EBITDA declines 
compared to the plan, there may be a reduction in dividends, with priority given to strengthening the financial 
soundness and investment? 

Seto [A]: In the first place, dividends are not decided by myself alone, but by the Board of Directors, so in that 
sense, I don't think I should overstate the situation too much. However, if we are talking about a hypothetical 
situation, there is, of course, a judgment to be made that prioritizing dividend is not right when there are 
great investments. On the other hand, the financial position is currently in the process of improvement, and 
there is not much probability that we will have to spend a large amount of money in this area.  

MC [M]: Next, we have two questions from Mr. Mochizuki, CLSA Securities. 

Mochizuki [Q]: While interest rates remain high in the US and Europe, LWT's guidance for FY2025 is for sales 
to be plus 3% in the US and plus 6% in Europe on a local currency basis. What is the background behind the 
increase in sales? 

Seto [A]: I am repeating myself in both cases, but I am assuming that the market environment is the same. 
However, in the US and Europe, we believe that the market share will basically increase. This is a reality that 
is showing up in the numbers: the sale of faucets in the US will increase. In Europe, as I mentioned earlier, this 
reflects the increase in shower products, e-commerce as a sales channel, and retail. 

In terms of numbers, we are assuming that Europe has already achieved this, but the US will be able to do so 
in the future. In the US, especially due to the dissolution of DPI, there will be a temporary decline in the first 
part of the fiscal year, so the overall effect in local currency terms will be felt mainly in the latter part of the 
fiscal year. 

Mochizuki [Q]: The Company's plan for the fiscal year ended March 2024 has also been revised downward. 
While the accuracy of the Company plan remains low, what are the positive and negative factors that may 
cause the Company's performance for the fiscal year ending March 31, 2025 to deviate from the Company's 
plan? 

Seto [A]: I am very sorry about this, but the main reason for the low accuracy of the Company plan is that the 
level of core earnings and profit for the year is low, and even a small impact can make a big change. The fact 
that our sales in the international business, especially in Europe, have changed so drastically, especially in 
response to changes in demand, is due to our inability to predict that the recession in Europe would continue 
for the rest of the year as of March and April.  
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On the other hand, regarding positive factors that may deviate from the Company's plan, we believe that a 
change in the environment, such as a hypothetical interest rate drop in Europe in June, which will improve 
from January, would be a positive factor. 

On the other hand, as for negative factors, I think that few people can honestly say that they have a good 
forecast for China and Asia, and although the amount is small, there may be some negative impact. 

Also, we believe that the possibility of a further decline in new housing starts is a possible negative factor in 
Japan. There are many other things as well, but our biggest negative concern is regarding the demand in the 
world, that whether we are facing the possibility of a double-dip recession. 

On the other hand, I would like to conclude on a brighter note, so when I look at the positive factors, I am not 
sure what will happen in the Middle East and India, but the fact that there are a number of major projects 
that are coming up, is a positive factor. Especially in the Middle East, we have a very high market share, so if 
various projects are realized, this is a part that we have not included in our calculations, and I think it will be 
a positive thing. 

MC [M]: Next, we have two questions from Mr. Fukushima from Nomura Securities. 

Fukushima [Q]: You are implementing structural reforms in the international business, and what exactly did 
you do in the fiscal year ended March 2024? Please tell us what you did in Europe and the US, respectively. 
And what will you do in the fiscal year ending March 2025? And what is the equivalent of 10% that will be 
carried over to FY2026? 

Seto [A]: Structural reforms involve people, so it is difficult to give detailed breakdowns, but for the fiscal year 
ended March 2024, we have dissolved DPI and closed some sanitary ware factories, as mentioned earlier. As 
for the international business, the last thing we did was to reduce the number of personnel to what we call LI 
Fit, which is optimizing the number of personnel needed, especially in Europe and the US. 

In the fiscal year ending March 31, 2025, in addition to the above, we will also be finalizing the last part of the 
LI Fit that I just mentioned, and we will also be working on the factory liquidation that we believe is necessary, 
since we have not been able to complete that part of the project. 

As for the 10% equivalent that will be carried over to the fiscal year ending March 31, 2026, it is basically 
similar to the structural reforms that I just mentioned. 

Fukushima [Q]: On page 23 of the document, on the slide on international revenue by region for the water 
technology business, there is a percentage increase in sales in local currency terms for the fiscal year ending 
March 2025. Why do you see higher increases, such as 10% in Asia and 6% in Europe? What products would 
increase your revenues? 

Seto [A]: Within the region, the situation differs considerably from country to country, and in fact, Vietnam 
was very bad in the fiscal year ended March 2024. The bad situation in Vietnam is still continuing, so I don't 
know if sales will decrease, but it is a difficult situation. 

On the other hand, we think the big increase will be in India. In India, we are growing very rapidly, and two of 
our growing products, showers and flushing systems, are doing well. 

In Europe, as I have mentioned several times before, new shower products are performing very well, and 
market shares of e-commerce and retail in Europe has already shown good numbers in April. In this sense, 
the market environment in Europe will not change, but it will improve with an increase in market share. The 
numbers are small in Asia, so there is inevitably the possibility of a blip, but India will be the main focus. 
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MC [M]: Next, we have a question from Mr. Kawashima, SMBC Nikko Securities. 

Kawashima [Q]: Since you have top-class market shares in each of your main products in Japan, the US, and 
Europe, I think you need to raise profit margins, especially for products in the popular price range in Japan 
and the US. What strategies do you have in mind? Or will the strategy be to earn added value from products 
that have a social and environmental impact, while products at the lower end of the price range should be 
sufficient to contribute to occupancy rates? 

Seto [A]: First of all, the difficult part is in the US. We have been making efforts for a long time, but in the US, 
in order to increase the overall profit margin, we have been trying to increase the number of faucets by 
shifting focus from sanitary ware to faucet, and we are gradually making progress in this area. As you 
mentioned, our main mid- to high-end priced products are sanitary ware, which accounts for a large portion 
of our sales. 

Among these, there are two types: retail and trade. Retail products are very low-margin products that 
compete with private brands, while trade products are relatively high-margin products, and it is necessary to 
increase the number of trade products. This naturally requires shifting resources from retail to trade, so the 
strategy is to improve the product mix, even at the expense of some sales growth in sales in the US. 

We have been developing products for the US market that compete with private brands, but for products we 
sell to retail, we are now planning to change our development to a slightly upgraded version of different 
products that will not cannibalize our retail products.  

On the other hand, the low profit margins in Japan are due to the product mix when it comes to water-related 
products. Our major water-related products include toilets, sinks, kitchens, bathrooms, and faucets, of which 
kitchens have the lowest profit margins and bathrooms the next lowest. These two have a very high market 
share for us. On the other hand, in the relatively high-margin areas of toilets, sinks, and faucets, we are far 
behind our competitors, resulting in a low profit margin due to product mix. 

Therefore, it is very important for us to get closer to the competitors’ market share for toilets, washbasin, and 
faucets. In this sense, I think it is very important to bring differentiated products, such as Femtech, which I 
have been previously talking about to the market. 

Then, like the shower, as I have explained earlier, I think it means bringing products that have a social and 
environmental impact. Normally speaking, it would be very difficult for us to win in the toilet, faucet, and 
washbasin categories against our competitor with the same products. In this sense, we believe that the key 
to success is to create products that have an impact on society and the environment, and that are desired by 
end users. 

On the other hand, what we need to think about in terms of bathrooms and kitchens is a shift from the current 
business model and a rethinking of how to do business with a large asset. And the big challenge in the kitchen 
and bathroom business is distribution pricing. It is said that this is the first year of responding to new 
government regulations to limit logistics workloads. In part because of the high cost of logistics, it is not 
profitable. 

I think we have to come up with products that provide solutions to those areas. Such products are in fact the 
products under development within the product lineup for addressing social and environmental issues I 
mentioned earlier. I have not yet announced it, so I will only say this much, but there are some products that 
we will add on the list next year that will have an impact on society and the environment that I have just 
shown you. 

MC [M]: Next, we have two questions from Mr. Teraoka, Daiwa Securities. 
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Teraoka [Q]: The FY2023 results of the European companies that sell water-related products have not been 
as depressed as Grohe's. How do you analyze this difference? 

Seto [A]: I think there are two factors. One is that, as I mentioned earlier, the European water-related 
competitors, I think, basically have fewer facilities than we do. In short, we use almost all of our own 
equipment, so when demand falls, we are responsible for a very large portion of the decline in equipment 
utilization. In this sense, they only need to reduce the amount of money spent by OEM vendors, so one 
problem with their business model is that fixed costs related to equipment utilization rates are not falling. 

And second, as for products with low profit margins to begin with, when they fall, they naturally fall 
significantly as a rate. So, for example, if a 20% product falls by 5%, the profit margin falls to 15%, but if a 10% 
product falls by 5%, the profit margin falls to 5%, and the ratio of the overall decline in profit margin becomes 
higher. We believe that the second problem is structural in nature. However, the biggest problem is fixed 
costs, which have tended to be positive when the economy is booming. 

Teraoka [Q]: What do you envision these products, which you showed on slide eight, "Expand Sales of New 
Products with Social and Environmental Impact," to be as a percentage of sales from FY2024 to FY2025? 

Seto [A]: Actually, for example, PremiAL, which I explained earlier, has already sold JPY300 billion as a product, 
but it is not selling as PremiAL. Shower toilets have sold JPY55 billion, but we have not yet been able to sell 
them in a way that fully appreciates their impact. 

If we consider that about JPY50 billion has already been sold as a premium for window products to improve 
home insulation, then the overall sales of those products is still less than JPY100 billion. Conversely, if we are 
able to properly evaluate and market the products we are already selling, we would like to achieve a ratio of 
about half of the total by 2030. 

MC [M]: Next, we have two questions from Mr. Yagi of Morgan Stanley MUFG Securities. 

Yagi [Q]: The first question. You plan to keep the dividend unchanged at JPY90 under the current dividend 
policy. Can JPY90 be considered as a lower-limit dividend? Or, if the Company's performance were to 
deteriorate significantly in the future, would there be a risk of a dividend cut? 

Seto [A]: As I have said many times before, this is basically a decision to be made by the Board of Directors, 
so I don't think it is something for me to answer, and I also think it is my job to prevent a major deterioration 
in performance that would cause such concern. Of course, if the Company is unable to generate cash, there 
is a risk of a dividend cut, but that is just a hypothetical situation. 

Yagi [Q]: You expect operating income of international LWT to improve significantly. Please tell us about the 
improvement factors, Grohe and ASB, respectively. 

Seto [A]: Grohe, especially in Europe, has clearly started to increase its market share, as I have already told 
you. There are effects from shower, e-commerce, and retail sales that I mentioned earlier, and  basically, the 
main reason why Grohe's profits have declined is that the overall fixed ratio has increased as a result of the 
decline in demand. I believe that this will be improved. 

As for American Standard, I believe that the elimination of the loss-making DPI business will be the first 
positive factor. Other than that, the faucet business that I mentioned earlier is increasing, especially in the 
trade, and I think that is a positive thing, because the faucet business is basically more profitable than the 
sanitary ware business. 
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As for ASB, conversely, as related to your earlier question, I think that in the long run, the key point is how to 
change the quality of the retail business, which is currently earning a high volume of business. 

MC [M]: This concludes the question-and-answer session. 

This concludes the presentation of LIXIL's financial results for the fiscal year ended March 31, 2024. We look 
forward to your continued support for LIXIL. Thank you.  

[END] 

______________ 

Document Notes 

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

2. This document has been translated by SCRIPTS Asia.   
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