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 Foreign exchange rates used for our business results are USD1 = JPY120.8, EUR1 = JPY132.4, and 
RMB1 = JPY19.0. The Japanese yen depreciated against the US dollar and renminbi, while it 
appreciated against euro. It also appreciated against Australian dollar, rand and ruble.

 For FY2015, consolidated net sales declined by 6.3% from FY2014, to JPY1,854.9 billion. Operating 
income decreased by 13.8% to JPY208.5 billion. Operating income ratio was 11.2%, down 1.0 point.

 Net income attributable to Komatsu Ltd. declined 10.8% to JPY137.4 billion.

 In comparison with our projection of FY2015 business results, which we announced in April last year, 
we covered negative effects of more-than-anticipated decline of demand with the effects of the 
Japanese yen's depreciation and a gain from the sale of former Kawagoe Plant. As a result, both sales 
and operating income were slightly short of our projection. We were able to virtually achieve the 
projected amount of net income.



 Construction, Mining & Utility Equipment: Sales decreased by 6.9% from FY2014, to JPY1,641.0 billion. 
While were able to capture demand for construction equipment especially in North America, sales were 
adversely affected by reduced sales against the backdrop of sluggish demand for mining equipment as 
well as dropped demand and sales in China and other emerging countries.

 Segment profit of the construction, mining and utility equipment business declined by 19.0% to 
JPY184.1 billion.

 Industrial Machinery & Others: Sales totaled JPY220.1 billion, a slight decline of 0.6%. Segment profit 
advanced by 19.2% to JPY19.,3 billion.
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 In the construction, mining and utility equipment business, sales decreased by 7.0% from FY2014, to 
JPY1,638.4 billion.

 While sales advanced in North America, sales declined as affected sharply by dropped sales in 
Strategic Markets, such as Latin America, China and Africa. As a result, the share of Traditional Markets 
increased to 52% of total sales.



 Sales declined by JPY122.3 billion. While we had a positive factor of JPY26.3 billion in foreign exchange 
rates (as the Japanese yen depreciated), it was more than offset by declined volume of sales due to dropped 
demand in Strategic Markets, such as Latin America, China and Africa.

 With respect to segment profit, while we reduced fixed costs in addition to a positive factor of the Japanese 
yen's depreciation, it declined by JPY43.1 billion from FY2014. 
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 In the retail finance business, total assets decreased by JPY29.9 billion from March 31, 2015, to 

JPY651.5 billion. As the amount of decline includes a loss of JPY43.1 billion in foreign exchange rates, 

total assets would increase by JPY13.2 billion in effect. 

 While revenues increased, segment profit decreased, mainly reflecting declined assets in China. 
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 In the industrial machinery and others business, while GIGAPHOTON advanced sales, supported by 

stable machine utilization of the semiconductor industry, total sales decreased by 0.6% from FY2014, to 

JPY220.1 billion, as affected by reduced sales of press and other industrial machines.

 Segment profit increased to JPY19.3 billion, as contributed by GIGAPHOTON. Segment profit ratio 

improved by 1.5 points to 8.8%.
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 Total assets decreased by JPY183.7 billion from March 31, 2015. As the amount of decline includes a 

decline of JPY137.1 billion in foreign exchange rates, total assets would decrease by JPY46.6 billion in 

effect after removing the foreign exchange factor.

 Inventories decreased by JPY83.2 billion from March 31, 2015. About half of this amount reflects the 

effects of foreign exchange rates. 

 Interest-bearing debt declined by JPY131.5 billion, but this amount includes a decrease of JPY25.4 

billion in foreign exchange rates. On a net of cash and deposit basis, it decreased by JPY132.7 billion.

 Komatsu Ltd. shareholders' equity ratio amounted to 58.0%, up 3.4 points.

 Net debt-to-equity ratio was 0.23. When consolidated retail finance companies are excluded, it is 

-0.09.
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 In the following, we compare FY2015 business results with targets of the previous mid-range 

management plan. 

 First of all, with respect to demand for construction and mining equipment, as the graphs on the left, 

when we developed the mid-range management plan, we made the assumption that demand would 

gradually recover starting in FY2013. Regrettably, actual demand dropped sharply, and amounted to 

73% of assumed demand in FY2015.

 With respect to the geographical composition of demand, the share of Strategic Markets declined also 

sharply from 57% in FY2012 to 43% in FY2015, which adversely affected our profitability.

 Demand for mining equipment is shown on the right. The rate of decline is larger than that of 

construction equipment. In FY2015, actual demand dropped to 32% of assumed demand.

 While we have not changed our stance that construction and mining equipment markets will grow 

dynamically in the mid to long range, the current adjustment period is prolonging today.



 Next, we review the basic strategies and focused efforts defined in the previous mid-range management 

plan.

 In the final three years, we did not change the basic strategies and focused efforts. We believe that we 

generated some positive results by implementing measures, such as acceleration of structural reforms, 

while our business environment changed drastically,

 In terms of the growth strategies based on innovation, we believe the development and launches of 

intelligent Machine Control modes as well as promotion of SMARTCONSTRUCTION are significant 

achievement.

 With respect to the growth strategies of existing businesses, we were able to steadily increase sales of 

parts by reinforcing our distribution network as well as developing and launching new emission 

controls-compliant products.

 In the structural reforms designed to reinforce the business foundation, we not only carried out 

necessary reforms even when demand declined, but also made continuous efforts to improve costs.

 As shown in the graphs in the bottom right, we reduced fixed costs by JPY12.5 billion in three years 

from FY2013 to FY2015by absorbing an effect of about JPY10.0 billion in man-hour labor cost and 

including the effects of structural reforms. In FY2015 alone, we initially planned to cut down JPY7.6 

billion, but made an addition reduction of JPY4.3 billion under a challenging environment. As a result, 

we cut down fixed costs by JPY11.9 billion from FY2014.
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 We explain our business results and targets.

 Because actual demand dropped sharply against our projection, sales merely totaled JPY1,854.9 

billion, even including the positive effects of the Japanese yen's depreciation which was larger than 

our projection. In addition to a big negative factor of reduced volume of sales, we also experienced a 

big negative factor of product mix resulting mainly from declined percentages of sales in emerging 

countries and of mining equipment. As a result, operating income ratio was 11.2% and ROE, 9.0% for 

FY2015. Regrettably, we missed the targets for both.

 In comparison, our free cash flow remained positive, and net debt-to-equity ratio was 0.23 for FY2015, 

achieving the target of 0.3 or below.

 With respect to cash dividend, we engaged in stable dividend payment within a payout ratio of 30% to 

50%. In FY2014, we also repurchased our shares worth JPY30 billion from November to January, 

improving redistribution of profits to shareholders in these manners. 
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 For FY2016, our preconditions of foreign exchange rates are USD1 = JPY105, EUR1 = JPY119 and 
RMB1 = JPY16.2.

 For FY2016, we project that consolidated net sales will decrease by 9.2% from FY2015, to JPY1,685.0 
billion. Operating income will decline by 28.1% to JPY150 billion. Operating income ratio will be 8.9%, 
down 2.3 points. Net income attributable to Komatsu Ltd. will amount to JPY92 billion. 

 ROE will decline by 2.8 points from FY2015, to 6.2%. 



 We are going to separate the retail finance business as a new independent operating unit in FY2016, 
whereas it was included in the construction, mining and utility equipment segment. Accordingly, 
FY2015 results are reclassified and restated.

 In the construction, mining and utility equipment business, we will work to expand profits, when 
demand will remain sluggish. Nonetheless, we project that both sales and segment profits will decline 
from FY2015, as sharply affected by the Japanese yen's appreciation.

 In the retail finance business, both revenues and segment profit will decline from FY2015, reflecting 
reduced assets and the effects of foreign exchange rates.

 In the industrial machinery and others business, we project both sales and segment profit will 
improve from FY2015, when the effects of sale of shares of Komatsu House are removed. 
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 In FY2016, we project sales will decline from FY2015 in all regions except for Japan, as sharply affected 

by the Japanese yen's appreciation. Accordingly, sales will decline by 9.7% to JPY1,434.0 billion. 

 In terms of volume of sales after removing the effects of foreign exchange rates, a decline of sales will 

be North America, Middle East and Africa. 

 The share of Traditional Markets will increase to 53% in FY2016 from 51% in FY2015.

18



 We project that both sales and segment profit will decline from FY2015, as sharply affected by the 

Japanese yen's appreciation. 

 While newly consolidated subsidiaries will contribute an addition of JPY21.4 billion to sales, 

we project a decline of JPY160.2 billion resulting from the Japanese yen's appreciation. As 

a result, we project a decline of JPY157.0 billion from FY2015.

 With respect to segment profit, we anticipate a contribution by newly consolidated 

subsidiaries and positive factors, such as improved selling prices and reduced fixed costs, 

but we project a decline of JPY40 billion from FY2015, as sharply affected by the 

Japanese yen's appreciation.
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 In the retail finance business, we project that total assets will decrease from March 31, 2016, reflecting 

the effects of foreign exchange rates and a smaller number of new contracts in China and Oceania. 

 With respect to revenues and segment profit, we project a decline in both, reflecting reduced assets 

and the effects of foreign exchange rates. 
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 In the industrial machinery and others business, we project that sales will decrease by 3.7% from 

FY2015, to JPY212.0 billion. Segment profit will also decline by JPY1.3 billion to JPY18.0 billion. When 

the effects of the sale of Komatsu House Ltd. are removed, sales should increase from FY2015. 
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 In FY 2015, global demand should have declined by 14% from FY2014. 

 While demand was steady in some regions, such as Europe, in FY2015, global demand declined for two 

consecutive years, as affected by a big decline of demand in Strategic Markets, such as China. 

 In FY2016, we project that the same trend will continue from FY2015, and recovery of demand will take 

more time in China and other emerging countries as well as resource-rich countries. We estimate that 

global demand will decline by 5% t 10% from FY2015, marking a decline for three consecutive years. 



 In FY2015, demand declined by 18% from FY2014 on a unit basis.

 Demand for hydraulic excavators declined from our projection, as substantially affected by rebound of 

pre-buy centering on rental companies for new emission controls of 2014. 

 In FY2016, as construction investment will continue to decrease, we project that demand will decline by 

8% to 13% from FY2015.
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 In FY2015, North American demand decreased by 6% from FY2014. 

 While demand remained strong in end-users in the United States, it dropped drastically in the rental 

industry of the United States and in Canada.

 We project that a similar trend will continue in FY2016, and total demand will decrease by 5% to 10% 

from FY2015. 
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 In FY2015, European demand should have increased by 3% from FY2014. 

 In FY2016, European demand will increase by +/-0% to 5%, as we project that steady demand will 

remain in major markets centering on Germany and that a recovery trend will continue in northern, 

southern and eastern Europe. 
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 In FY2015, Chinese demand dropped by 36% from FY2014. 

 With respect to demand in FY216, as of now, we project that demand will still continue to decline and 

result in a drop of 20% to 25%, partly affected by rebound of pre-buy for emission controls. 
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 In FY2015, Southeast Asian demand declined by 15% from FY2014. In Indonesia, the largest market of 

the region, demand fell especially in the mining and infrastructure development-related sectors.

 In FY2016, a negative-growth trend will continue in general, reflecting sluggish Chinese economy. We 

project that demand will decrease by +/-0% to 5% from FY2015. 
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 In FY2015, demand for mining equipment should have declined by 16% from FY2014. While the rate of 

decline slowed down, demand continues to fall. In particular, demand for super-large equipment is 

dropping drastically.

 In FY2016, as users are very cautious about new capital investment against the backdrop of slack 

commodity prices, we project that demand will decline by 15% to 20% from FY2015, mainly reflecting 

limited renewal demand. We believe recovery of overall demand will come in FY2017 or later. 
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 In the mining equipment business, sales declined by 10% from FY2014, to JPY447.3 billion for FY2015. 

When the effects of foreign exchange rates are removed, sales would decline by 12%. 

 While sales of mining equipment per se dropped drastically, sales of parts have been brisk, supported 

by customers' trend of prolonging the use of existing equipment and steady orders received for 

overhauls. Even when the effects of foreign exchange rates are removed, sales of parts improved from 

FY2014. 

 For FY2016, sales will drop sharply due to the effects of the Japanese yen's appreciation. However, 

when the effects of foreign exchange rates are removed, we project that sales of equipment per se will 

decline slightly from FY2015 due to decreasing demand, sales of parts and service revenues will 

increase slightly, and total sales will remain about flat from FY2015. 
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 For FY2015, sales of parts increased by 3% from FY2014, to JPY397.5 billion. When the effects of 

foreign exchange rates are removed, sales remained about flat from FY2014. 

 Sales of mining equipment have been steady as discussed on the previous page. 

 In FY2016, sales will decrease from FY2015, reflecting the Japanese yen's appreciation; however, we 

estimate that volume of sales will slightly increase, when the effects of foreign exchange rates are 

removed. 
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 Concerning capital investment in production and other operations except for rental assets, we plan to 

promote investment in spare parts, IoT, production reforms, and consolidation of sales bases in 

Japan, while curtailing total CAPEX. 

 With respect to R&D, we will continue to focus investment in measures to meet new emission 

controls, development of application and region-specific products, and development of next-

generation products based on innovation. Accordingly, we plan to increase R&D expenses for 

FY2016, 

 Concerning fixed cost s, while securing funds to invest for future growth, we will continue to promote 

structural reforms. All in all, we will continue to curtail them.
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 (For more information about our new mid-range management plan, please read the concerned news 

release of April 27, 2016.)



 We will drive our growth by innovating customers’ GEMBA (jobsite operations) together with them, 

creating new value for them, and improving their safety and productivity. 

 We are also working for growth by innovating our GEMBA, as we look forward to our 100th anniversary 

and beyond. 
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 In the construction and mining equipment business, which accounts for about 90% of total sales, we 

anticipate sluggish demand will linger for some time. Even under such a challenging environment, we 

will move forward. 

 The keys to our growth are to solve customers’ GEMBA problems, such as shortage of skilled workers, 

to capitalize on IoT evolution, to improve their safety and productivity, and to reduce their total 

ownership costs in all product life cycles of their machines. 

 Concerning management in general, we understand that we are increasingly being expected to promote 

environmental friendliness, social contributions and corporate governance. 
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 In the new mid-range management plan, our basic strategies remain unchanged, i.e., Growth strategies 

based on innovation, Growth strategies of existing businesses, and Structural reforms designed to 

reinforce our business foundation. 
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 At Komatsu, “connectivity” is based on the concept which calls for direct connections not only among 

our manufacturing plants for production reforms but also with our suppliers, distributors, customers’ 

GEMBA where our construction and mining equipment operates, and even our customers.  

 We are resolutely determined to innovate our customers’ GEMBA, distributors’ GEMBA, and our 

production GEMBA thorough IoT-based connectivity.
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 The importance of ESG, which we have been promoting, is growing ever more than before. Based on 

The KOMATSU Way, we are working to 1) strengthen our corporate governance, 2) reinforce our 

competitive manufacturing, and 3) promote our brand management which directs us to become an 

indispensable partner of our customers. 
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 Committed to growth based on innovation and of existing businesses, we are working to achieve 

growth above our industry’s average, as we look forward to our 100th anniversary.
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 We have added growth to our management targets in the new mid-range management plan. We are 

working to achieve growth above our competitors, while keeping a top-level profitability of the industry. 

 While facing a challenging environment where demand will remain sluggish for some time, we have 

raised the bottom line of our consolidated payout ratio by 10 points to 40% or higher and will keep our 

policy of stable dividend payment to our shareholders, and no decrease of dividends, as long as the 

ratio does not surpass 60%.

 With respect to the retail finance business, we have defined two KPIs of ROA and net debt-to-equity 

ratio in light of efficiency and financial soundness. 
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 These graphs show the book-to-bill ratios of mining equipment.

 Specifically, they show the ratio of orders received for new equipment for the last six-month period 

divided by sales of new equipment for the same six-month period.
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 These graphs show the book-to-bill ratios of industrial machinery. Specifically, they show the ratio of 

orders received for new machines for the last six-month period divided by sales of new machines for 

the same six-month period.

47



48



49



50


