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Presentation 
 

Inoue: Thank you for your patience. We will now begin DUNLOP Sumitomo Rubber Industries, Ltd. financial 
results briefing for Q1 of the fiscal year ending December 2026. 

I am Inoue from Investor Relations, and I will serve as today's moderator. Thank you. 

First, I would like to introduce today's attendees. Representative Director, President, and CEO, Yasuaki 
Kuniyasu. 

Kuniyasu: I am Kuniyasu. Thank you. 

Inoue: Director, Senior Executive Officer, Hitoshi Hino. 

Hino: I am Hino. Thank you. 

Inoue: Director, Senior Executive Officer, Masahiro Tsuzaki. 

Tsuzaki: I am Tsuzaki. Thank you. 

Inoue: Executive Officer, General Manager, Accounting and Finance Headquarters, Shinji Araki. 

Araki: I am Araki. Thank you. 

Inoue: Today's presentation will follow the materials available on our website. Two items will be distributed 
to those attending at the venue: the financial results and the financial presentation materials. Please inform 
the person in charge in the hall if there are any discrepancies. 

Today, first, President Kuniyasu will explain an overview of the financial results, and then Senior Executive 
Officer Hino will explain the details of the financial results. Following the presentation, we would like to take 
questions from the audience. After the Q&A session, a photo session with Mr. Kuniyasu will be held at the 
venue. Thank you for your cooperation. 

Now, Mr. Kuniyasu will begin. 
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Kuniyasu: I am Kuniyasu, President, and CEO. Thank you very much for taking the time out of your busy 
schedule to join us today for our financial results briefing for Q1 of the fiscal year ending December 2026. 

I will now give an overview of our Q1 results and other major initiatives. Please refer to slide six. 

First, here is an overview of our financial results. 

In Q1 2026, the Group's sales revenue increased 5% YoY to JPY302.2 billion, business profit increased 19% YoY 
to JPY16.8 billion, operating profit increased 22% YoY to JPY15.1 billion, and quarterly profit increased 141% 
YoY to JPY8.6 billion, marking an increase in both revenue and profit. 

The Group's sales revenue increased YoY in both the corporate and tire businesses, reaching new record highs. 
Although unit sales of tires in Europe, North America, and Oceania increased due to the acquisition of the 
DUNLOP brand, overall unit sales of tires decreased due to the impact of each market. 

Next, I will explain our main initiatives. 

First, I will focus on expanding DUNLOP brand tires distribution network in Europe, North America, and 
Oceania. In Europe in particular, sales of the DUNLOP brand by our company began in January of this year. In 
January, there was a temporary phase in logistics operations that required adjustment due to the initial start-
up phase, but this was resolved in February, and operations have been stable since March. 

Then, in March, we launched our own product BLUE RESPONSE TG, which has strengthened our 
competitiveness. This product was rated number one overall in tire tests by AMS in Germany, one of Europe's 
most influential automotive magazines. 

Next, I would like to discuss the expansion of sales for SYNCHRO WEATHER, our next-generation all-season 
tire featuring our proprietary Active Tread technology. 

Unit sales in Q1 significantly exceeded the previous year's level, and the composition of sales also improved, 
contributing to profit. The company-wide efforts to generate profits and reduce overall costs through Project 



 
 

 
 
       
    

4 
 

ARK, which we have been working on since last year, are making steady progress. In Q1, we were able to 
realize an effect of JPY2 billion on a business profit basis. 

Regarding the situation in the Middle East, the impact on Q1 results was limited as a result of efforts to secure 
raw materials and transportation routes and to control costs. 

The above is an overview of our achievements and main initiatives. 

 

Next, please turn to slide seven. This is a sales summary of domestic (Japan) SYNCHRO WEATHER. In Q1, sales 
exceeded the plan, mainly in the high inch range, where performance is more important. Sales revenues have 
also increased approximately fourfold YoY, indicating a very favorable start to the year. 

This is because we feel that the value of the SYNCHRO WEATHER as an all-season tire has penetrated the 
market. In terms of products, we have expanded to 112 sizes by March. Customers appreciate the high long-
term value of the product, which offers reliable performance in all four seasons and durability that prevents 
performance degradation even after long-distance driving. 

Our contracted professional golfer Nana Suganuma, who is a user of SYNCHRO WEATHER, also commented 
that even after driving more than 40,000 km, she did not feel much difference from new tires. 

In addition, retailers have noted that the even distribution of demand for winter tires helps spread out peak 
seasons, making it easier to manage staffing levels. They appreciate that this product is a welcome addition 
to their inventory. 

Although some of the low-inch products fell short of the plan, the product mix improved, and profits exceeded 
the plan due to an increase in the ratio of high-inch products. We will continue to strengthen our promotion 
of product value and other advantages of handling the products and aim to achieve our annual target. 
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Next, please turn to slide eight. Here is a summary of DUNLOP brand sales in Europe. 

In Q1, the market position of the DUNLOP brand steadily improved thanks to the effects of our pricing strategy 
and account expansion in major countries. As I mentioned earlier, we had some operational issues at the 
beginning of the year, but sales are currently recovering to the planned level. 

In terms of measures, we are promoting initiatives centered on three key areas: products, prices, and sales 
network. In terms of products, the new product BLUE RESPONSE TG was launched in March and received high 
acclaim, including the highest rating in a European automotive magazine. 

In terms of pricing, we have made progress in correcting our position in the market and have been able to 
implement our pricing strategy as planned. With regard to our sales network, we were able to steadily develop 
approximately 40% of our expected customers as planned as of Q1, mainly in major European countries. 

In addition, the number of DUNLOP transactions tripled from January to March, showing steady progress in 
revitalizing transactions in addition to account expansion. Going forward, we will work steadily to develop the 
remaining approximately 60% of our customers. 

Furthermore, we have begun development for premium OEM, and we are seeing an increase in inquiries from 
automakers. We are also making progress in strengthening our customer base in this area. Going forward, we 
will further accelerate our premiumization efforts by focusing on both the penetration of new products and 
technologies and the account expansion. 
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Next, please turn to slide nine. 

As I mentioned earlier, the BLUE RESPONSE TG ranked number one in the tire tests conducted by AMS, a 
German automotive magazine. We were able to secure an outstanding, exceptional evaluation. 

The AMS is one of the most trusted tire comparison evaluation media, including OEM, and we are very pleased 
to have received a high evaluation in both wet and dry conditions, which is a result of our comprehensive 
technological capabilities being highly recognized. 

In addition, this product was highly evaluated at the launch announcement test drive event. Customers have 
commented that the handling is stable on wet roads without feeling any difference from dry and that the 
performance is on par with the UHP, which is a class above. 

As such, the overall performance of the DUNLOP brand, including quietness and comfort, has been highly 
evaluated, and we believe that the European market is clearly recognizing the technological capabilities 
appropriate for the premium domain that the DUNLOP brand is aiming for. 
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Next, please turn to slide 10. This is the status of sales in the North American market. 

In Q1, despite a decline in overall market demand due to the severe storms and heavy snowfall at the start of 
the year, the FALKEN brand performed well and managed to maintain relatively strong sales. 

Since February, the DUNLOP brand has focused on promoting product availability at retail stores. As a result, 
sales have recovered since March and have generally remained in line with projections. In addition, the 
number of DUNLOP transactions grew significantly from January to March, indicating steady progress in 
expanding the sales base. 

In terms of products, we launched BLUE RESPONSE A/S in December last year. This product offers 
performance that is competitive even against Tier 1 competitors, and adoption is progressing while 
maintaining a higher price point compared to FALKEN. 

As of the end of March, the product was being handled by more than 1,000 dealers, mainly in FALKEN's 
contracted retail network. In addition, we are planning to expand our size lineup and will use this as a starting 
point to strengthen our approach to potential dealers and further expand the number of stores that carry our 
products. 
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Next, please turn to slide 11. 

In the current North American market environment, there is a continuing trend toward a shift to lower-priced 
products or so-called trade-downs due to the effects of inflation and soaring gasoline prices. Under such 
circumstances, despite a difficult market environment in which overall industry demand fell below the 
previous year’s levels, the FALKEN brand was able to minimize the decline in sales by implementing measures 
to promote sales and expand distribution channels in collaboration with major wholesalers. 

The mainstay WILDPEAK demand was 92% of the previous year's level, but excluding the special factor of 
inventory buildup due to the resumption of sales by major customers last year, the business was 107% of the 
previous year's level, well above the industry average of 92%. 

In order to further strengthen the premium strategy, the DUNLOP brand has been promoting its product 
appeal and brand value through hands-on events using actual vehicles, such as the DUNLOP brand launch 
event, and has received a high level of interest from dealers and customers. 

In this way, we will steadily build a foundation for growth in the North American market while sharing the 
roles of both brands by securing a profit base with FALKEN and strengthening DUNLOP's efforts in the 
premium domain. 
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Next, please turn to slide 12. 

Project ARK is a company-wide cost reduction activity centered on the use of DX and AI, as well as visualization 
and elimination of waste based on the Toyota Production System (TPS), with cross-departmental initiatives as 
the premise. We aim to generate a cumulative total of JPY30 billion by the end of 2027 and are currently 
accumulating measures worth JPY26.2 billion. 

Our goal for this fiscal year is to generate JPY10 billion in benefits. We have incorporated the following figures 
into our current earnings forecast: JPY2 billion recorded in Q1, JPY2 billion in Q2, and JPY5.5 billion in H2, for 
a total of JPY9.5 billion. We were able to increase the amount by JPY5.2 billion from the previously announced 
JPY4.3 billion by improving the accuracy of our implementation of each measure. 
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Next, please turn to slide 13. This is the status of incorporation of the Project ARK measure effect amount. 

On the far left is the JPY112 billion business profit target announced at the beginning of the year. At the 
beginning of the year, we had included JPY4.3 billion as an effect of Project ARK. Since then, various 
environmental changes have occurred due to the situation in the Middle East, and we expect a JPY22 billion 
impact, especially due to the rising prices of raw materials. 

In response, we anticipate an improvement of JPY5 billion from pricing adjustments, JPY9 billion from foreign 
exchange effects, and JPY2.8 billion from other factors. However, to further offset the negative impact of raw 
material costs, we will factor in JPY5.2 billion in expected savings from measures under Project ARK. 

Finally, we maintain our previously announced business profit target of JPY112 billion for 2026. 

This JPY9.5 billion mainly consists of energy cost optimization through cross-site management across domestic 
factories, fixed cost reduction by reviewing IT services, and improving corporate efficiency and streamlining 
the organization through the consolidation of sales subsidiaries and the integration of human resources 
functions. 
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Next, please turn to slide 14. 

In addition to the JPY9.5 billion incorporated in the earnings forecast, we will aim for further cost reductions 
in the future. As part of these efforts, we are working to reduce costs at our factory in Thailand, which is our 
largest production facility. 

In the rapid ramp-up of innovative TBM, we are accelerating the launch of the SUN-TITAN SYSTEM at the first 
factory and are committing the necessary resources, including dispatching engineers from within Japan. The 
upgrade to high-performance production equipment at the third factory is progressing without delay. 

In terms of collaboration between local operations and the headquarters, relevant departments from 
headquarters visited the local sites in February and April, where they worked closely with local teams to 
systematically reduce direct costs. In addition to this, we support rationalization of fixed cost structure based 
on the TPS concept and improvement of yield rate to control sales opportunity losses. 

As a result, we were able to increase the potential cost reduction effect for 2026 from JPY2 billion announced 
in February to JPY2.6 billion as of today. We will now move into the implementation phase to ensure we 
achieve this target. 

We will continue to expand these initiatives globally to further improve profitability. 

Please refer to slide 15 for the Q1 results. Mr. Hino will provide further details on this later. 
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Next, please turn to slide 30. 

There is no change in the forecast for H1, H2, and full-year 2026 from the initial announcement made in 
February of this year. We forecast sales revenue of JPY1.32 trillion, up 9% YoY; business profit of JPY112 billion, 
up 23% YoY; operating profit of JPY100 billion, up 21% YoY; and profit of JPY55 billion, up 9% YoY. 

For H1, we have factored in the decline in sales to the Middle East, based on the information currently 
available, as well as rising raw material costs and the negative impact of fuel surcharges. However, we have 
also factored in the positive impact of exchange rates, and by implementing cost-cutting measures and other 
initiatives, we believe there will be no overall impact on our bottom line. 

For H2, we have factored in the negative impact of rising raw material costs as currently estimated, and we 
expect to offset these negative effects through positive foreign exchange impacts, price increases, and cost 
containment measures. Accordingly, we are maintaining the guidance announced at the beginning of the year. 
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Please refer to slide 42. 

Regarding dividends for 2026, as we have not revised our earnings forecasts for either H1 or the full year, we 
are maintaining the figures announced at the beginning of the year: an interim dividend of JPY42 and an 
annual dividend of JPY84, which is a record high. 

That concludes my explanation. Thank you.  

Inoue: Next, Senior Executive Officer Hino will provide a detailed explanation of the financial results. 

Hino: I am Hino. Thank you very much for taking the time to attend our financial results briefing today despite 
your busy schedule. We would like to thank our stakeholders for their continued support. 
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Please refer to slide 15. 

Sales revenue for the quarter was JPY302.2 billion, business profit was JPY16.8 billion, operating profit was 
JPY15.1 billion, and quarterly profit was JPY8.6 billion. The business profit margin is 5.6%. Both revenue and 
profit increased YoY, and our operating margin improved. 

 

Next, on slide 17, I will explain sales revenue and operating profit by segment. 
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First, in the tires segment, revenue was JPY259.9 billion, up 6% YoY; and business profit was JPY14.8 billion, 
up 35% YoY. Although unit sales decreased YoY, lower raw material prices, the effect of last year's price 
increase, a higher ratio of premium tires, and a weaker yen in foreign exchange contributed to the increase in 
sales and profit. 

In the sports segment, revenue was JPY32.2 billion, down 1% YoY; and business profit was JPY900 million, 
down 47% YoY. 

In golf equipment sales, the XXIO 14 launched in November last year performed well, but profits declined due 
to a decrease in inbound demand from China and uncertainty regarding the future caused by the situation in 
the Middle East, which affected market conditions both domestically and internationally. 

For industrial and other segment, revenue was JPY10.1 billion, down 7% YoY; and business profit was JPY1.1 
billion, down 24% YoY. Sales and profits decreased, mainly due to a decline in sales of construction-related 
materials, which had been sold for large-scale projects in the same period of the previous year, and a decline 
in sales of rubber components for office automation equipment. 

 

Next, please turn to slide 20. Here is the business profit by region for the tire business. 

Europe, Middle East, and Africa continued to be in the black from H2 of last year, posting a surplus of JPY0.8 
billion. 

In Asia and Oceania, profit increased due to increased sales for new vehicles in China and sales measures in 
the ASEAN market. 

In Japan, profits increased due to factors such as higher sales of new vehicles, the impact of last year’s price 
increases in the aftermarket, and an improvement in the product mix resulting from expanded sales of 
SYNCHRO WEATHER. 
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In addition to the impact of the worsening market conditions due to bad weather at the beginning of the year, 
North America is being affected by the ongoing expansion of the market share of low-priced products, as well 
as the impact of price environment and intensifying competition. 

 

Next, on slide 21, I will explain the YoY factors affecting consolidated business profit for January through 
March. 

First, lower raw material prices contributed a positive impact of JPY10 billion. 

As for sales prices, driven in part by last year’s price increases, they contributed a positive impact of JPY3.3 
billion. 

Volume and mix resulted in a decrease of JPY7.7 billion, driven by lower sales volumes in North America and 
the impact of US tariffs. 

Direct costs and fixed costs were negative, mainly due to continued inflation in Turkey and higher domestic 
labor costs. 

Foreign exchange rates were more favorable than in the same period last year, resulting in a positive impact 
of JPY2.5 billion. Expenses contributed a negative impact of JPY2.3 billion due to costs associated with sales 
promotion initiatives for the DUNLOP brand in Europe, the US, and Australia. 

As a result, the tire business as a whole reported an increase of JPY3.9 billion, while the sports business 
reported a decrease of JPY0.8 billion, and industrial and others reported a decrease of JPY0.3 billion, for a 
total company-wide increase of JPY2.7 billion. 
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Next, please turn to slide 22. I will now explain the items in the consolidated income statement below business 
profit that showed significant increases or decreases YoY. 

First, in four, financial income, gains on net monetary positions due to the impact of the Turkish inflation 
adjustment were positive JPY0.9 billion due to higher inflation, and valuation gains on foreign exchange 
forward contracts and other items were positive JPY1.3 billion due to yen depreciation. 

In addition, in five, foreign exchange losses narrowed YoY, resulting in an increase of JPY5.1 billion. 

 



 
 

 
 
       
    

18 
 

Next, please turn to slide 23. 

Looking at the consolidated balance sheet, total assets amounted to JPY1,490.6 billion, an overall increase of 
JPY30.7 billion from the end of the previous fiscal year. This is mainly due to the increased inventory of the 
DUNLOP brand in Europe, which began at the start of the year. The equity ratio stood at 48.7%, a decrease of 
0.3 percentage points from the end of the previous fiscal year. 

 

Next, I will explain our consolidated earnings forecast for H1 of FY2026. Please turn to slide 26. 

We forecast sales revenue of JPY620 billion, business profit of JPY38 billion, operating profit of JPY34 billion, 
and interim profit of JPY20 billion, all of which are higher YoY. There is no change from the forecast at the 
beginning of the year. 
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Please turn to slide 28. 

As for the segmental sales revenue and business profit for H1 of 2026, this too remains unchanged from the 
forecast made at the beginning of the year. 

 

Next, please turn to slide 29. This is an analysis of the factors behind the YoY difference in business profit for 
H1. 
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While we have factored in a JPY12.1 billion positive impact from raw materials, a JPY3.1 billion positive impact 
from selling prices, and a JPY7.4 billion positive impact from foreign exchange, we expect a JPY2.4 billion 
negative impact from direct costs, a JPY1.8 billion negative impact from fixed costs, and a JPY6.2 billion 
negative impact from expenses. 

Compared to the initial forecast provided at the bottom of the graph, while we have factored in the rise in 
prices of petroleum-based raw materials due to the situation in the Middle East and the increase in natural 
rubber prices caused by unfavorable weather conditions, we have factored in cost reductions, the weakening 
of the yen, and cost-containment measures, which were not included in the forecast at the beginning of the 
year, and we expect a YoY increase in profit of JPY9.7 billion for the Company as a whole, in line with the initial 
forecast.  

 

Next, please turn to slide 30. Here are our consolidated financial forecasts for the full fiscal year. 

As shown in the blue box, we forecast sales revenue of JPY1,320 billion, business profit of JPY112 billion, 
operating profit of JPY100 billion, and profit of JPY55 billion, which are also unchanged from our forecasts at 
the beginning of the year. 

Since the outlook for the Middle East situation is uncertain, and it is difficult to reasonably estimate the entire 
impact at this time, this forecast does not incorporate the risk of a downturn in earnings due to tensions in 
the Middle East. However, while the forecast reflects the price increases of purchased raw materials that have 
affected the Company up to this month, it also incorporates the most recent exchange rate levels, price 
increases, and cost-reduction effects of ARK and other corresponding measures, and thus the Company has 
left its forecast at the beginning of the year unchanged. 
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Please turn to slide 32. The following is the forecast of sales revenue and business profit by segment for 
FY2026. This forecast is also unchanged from the forecast at the beginning of the year. 

 

Next, on slide 33, I will explain the factors contributing to the YoY change in business profit for FY2026. 

Compared to the previous fiscal year, we expect a JPY24.8 billion increase in volume and mix, and a JPY15.2 
billion increase in foreign exchange. However, we also anticipate a JPY5.5 billion decrease in fixed costs and a 
JPY18 billion decrease in expenses. 
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When compared to the initial forecast shown below the graph, raw material prices now reflect the impact of 
rising crude oil prices due to the situation in the Middle East and the recent increase in natural rubber prices. 
However, by incorporating price increases, cost reductions for Project ARK, which were not included in the 
initial forecast, and the impact of the weaker yen, the total for the year remains the same as the initial forecast. 

 

Please turn to slide 35. This is the YoY change in unit sales of tires. 

Unit sales from January to March totaled 23.22 million, down 3% YoY. By market, domestic O.E. saw a 7% 
increase YoY, partly due to a high market share secured by new model installations by car manufacturers. 

As for domestic Rep., the domestic off-take supply to Goodyear declined, resulting in a 4% YoY decrease. 

Overseas O.E. saw a 3% decrease YoY due to weak market conditions in North America, despite increased 
sales in China. 

Overseas Rep. saw a 4% decrease YoY. 

In North America, where market conditions were sluggish, sales were down 11% YoY, and in Europe, where 
sales of the DUNLOP brand were launched, sales were up 13% YoY. In Asia, sales declined in Thailand and 
Indonesia, resulting in a 2% decrease YoY, and in other regions, sales were affected by the situation in the 
Middle East, resulting in a 19% YoY decrease for the overall overseas market. 

As for unit sales from April to June, domestic O.E. will be 98% of the year-ago level due to the impact of 
customers' reduced sales to the Middle East, while domestic Rep. is expected to be 103% of the year-ago level 
with continued efforts to expand sales of the SYNCHRO WEATHER. 

Overseas O.E. is expected to be 103% YoY mainly due to increased sales in China and North America, and 
overseas Rep. is expected to be 109% YoY due to continued increase in unit sales of DUNLOP's brands in 
Europe. 
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Due to the uncertain impact of the situation in the Middle East on unit sales in H2, we have left our initial 
forecast unchanged at this time. 

 

Please turn to slide 38. 

As for cash flow trends, operating cash flow from January to March was positive JPY10.1 billion. On the other 
hand, investment cash flow was negative JPY29 billion, mainly due to investments related to the in-house new 
factory, such as the transition to high-inch tires. As a result, net free cash flow was a negative JPY19 billion, a 
decrease of JPY9.7 billion YoY. 
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Please turn to slide 41. 

Regarding the trends in operating ratio and production volume, the forecast for annual production volume in 
FY2026, shown on the far right of the table, is 563,000 tons. Our policy is to increase capacity utilization in 
line with rising sales volumes. 

Regarding the shareholder return policy on slide 42, it is as Mr. Kuniyasu explained earlier, so that concludes 
my presentation. Thank you. 
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Question & Answer 

 

Inoue [M]: Now, we will take questions from the audience. We will take questions alternately from those in 
the audience and those joining online. 

First, we will take questions from the audience. Our staff member will bring a microphone to you at the venue. 
Please state your company name and your name before asking your question. If you are participating online 
and have questions, please press the raise hand button on the screen and wait. We apologize, but due to time 
constraints, we ask that each person limit their questions to two. 

Now, if anyone in the audience has a question, please raise your hand. Now, that person in the front row, 
please. We will bring a microphone. 

Kimoto [Q]: I am Kimoto from SHUKAN TIRE SHIMPO, RK Inc. Thank you for your explanation today. 

Looking at slide 13, even with all the various negative factors, I believe the chart shows that Project ARK, which 
was already aiming for a significant turnaround, or rather, cost-cutting, is now projected to achieve more than 
double those savings. 

I feel that the efforts here are making a significant contribution, and although I understand the figures, I can't 
help but worry that Mr. Araki, who is the leader of this initiative, will become something of an unwelcome 
person within the Company. 

President, regarding the overall company sentiment, or rather, the effort to create an environment where 
you can cut costs while still maintaining a solid dividend payout, is there anything in particular you’re careful 
about? 

Kuniyasu [A]: Thank you for your question. Project ARK aims to reduce total costs by JPY30 billion by 2027 
and achieve cumulative cost reductions. We have not changed this target at this time. 

In our long-term management strategy R.I.S.E. 2035, which we announced last year, we planned for Project 
ARK to serve as a key driver of our profit growth as an external factor. Given that the deterioration of the 
situation in the Middle East is having a significant impact on our profits, we are working as a united company 
to achieve the targets we have announced, taking these factors into account. 

Araki, the leader of the project itself, has been leading the project and has helped to foster a culture in which 
everyone praises and honors those who have achieved results within the Company. By taking on substantial 
challenges within the Company and consistently delivering results, repeating this process to achieve 
significant results, Araki began receiving a flood of highly detailed proposals from employees. 

There are some specific figures involved, but by achieving each one step by step, I think the atmosphere within 
the Company has actually shifted to one where people feel, oh, they’re actually going to do it. 

Kimoto [M]: Thank you. 

Inoue [M]: Thank you very much. 

Next, Mr. Sakamaki of BofA Securities, who is joining us online. 

Sakamaki [Q]: This is Sakamaki. Thank you very much. A couple of questions from me. 
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First, could you give me an update on the progress made in Q1 relative to your internal plans, including the 
current status? 

I believe production forecasts have been revised downward slightly, so even though manufacturing plans have 
been maintained for now, I’m wondering if there are already signs of potential issues on the procurement 
side that we need to be concerned about going forward. Could you review how this Q1 went? This is the first 
question. 

Kuniyasu [A]: Thank you. First, Q1 is progressing as planned internally. First of all, the deteriorating situation 
in the Middle East that occurred in February had a very limited impact on raw materials, and we have been 
able to take the same position as shown here. 

The cold snap in North America in January had a more severe impact than expected, and we also experienced 
some logistics issues related to DUNLOP off-take sales in Europe starting in January. I believe these factors 
contributed to the decline in unit sales. However, positive factors such as SYNCHRO WEATHER had a significant 
impact, and as a result, we are progressing according to plan. 

Regarding future prospects, we are basically planning to proceed as planned at the beginning of the year, but 
we will take into account the situation in the Middle East, including the negative factors that Hino explained 
earlier, and respond accordingly. 

Additionally, regarding procurement, while there are no particular issues in Q1, we have established strong 
partnerships with each of our suppliers, so at this point, there are no concerns such as operations being halted 
due to procurement issues. 

However, given that the situation in the Middle East is highly unpredictable, we are keeping a close eye on 
developments. We have established a task force or a response headquarters within the Company, and we 
intend to proceed with our response while exchanging information on a weekly basis. 

Sakamaki [Q]: Thank you. 

The second question. Regarding this unchanged plan, the outlook suggests that if crude oil and natural rubber 
prices continue as they are, it may become a bit more challenging than initially assumed. Also, although the 
H2 sales plan hasn't been changed, there are concerns that demand may decrease due to the impact of high 
gasoline prices. If the current situation continues, I think the cost of raw materials will probably rise a little 
more than you expect, or sales will not be as effective as you expect. 

In response to this, what kind of counterattack will you face? I suspect that if the current situation persists, 
things could get pretty tough, so to what extent does your company plan to counter this within the framework 
of this plan? 

For example, since Mr. Araki’s hard work has already yielded better-than-expected results, looking at the 
expenses here, I wonder if you might be able to avoid a loss in this area as well. 

On the other hand, regarding price increases, it seems that FALKEN prices in North America have been falling 
since around March, while I don’t think Sumitomo brand prices have dropped, so I get the sense that pricing 
is a bit of a challenge. 

I'm sorry, I've said a lot already, but if this H2 trend continues to hold steady, could you let me know what 
kind of counter-move you can make? 
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Kuniyasu [M]: Thank you. Regarding your question on this matter, Hino will answer regarding the current 
situation, etc., and Tsuzaki will answer regarding the price increase. 

Hino [A]: Thank you for your question. This is Hino. 

First, I think the question is how much risk factor is incorporated into the plan. As I explained at the beginning, 
we have factored in the soaring raw material prices that have affected us up until this month, as well as the 
decrease in shipments to the Middle East. 

However, we don't know what will happen in the Middle East from next month onward, so we haven't 
reflected that in our forecast. 

I assume your question is about the potential impact if this situation continues. If raw material prices remain 
high and if logistics costs continue to rise and energy prices remain at current levels, please refer to page 34 
regarding raw material costs compared to the figures announced at the beginning of the year. 

 

As shown at the bottom of this slide, raw material costs currently stand at JPY22 billion, which is significantly 
higher than the figure announced at the beginning of the year. However, we have offset this impact through 
other factors, and that is the figure we are announcing today. 

If the current situation continues until the end of the year, we expect that an amount similar to the impact of 
raw materials, which is written here, may appear in H2. 

Regarding this matter, although there was talk of raising prices earlier, we would like to counter this by 
focusing on cost reductions and lowering production costs. 

Mr. Tsuzaki will explain the part about the price increase. 

Tsuzaki [A]: Thank you for your question. I would like to explain the current pricing situation, particularly in 
North America. 
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First, regarding prices in North America, in response to the tariffs imposed in North America the year before 
last, we revised our prices by 12% in May of last year. After that, we adjusted the price by about 5 points in 
Q3 of last year in consideration of market conditions, etc., and sold at 7% of the previous year's price, or 
something like that. 

This time, we launched a sales promotion campaign in March and revised the prices by 3 to 4 points, resulting 
in an increase of about 3% from the previous year. 

As you mentioned, the market situation in North America, including the impact of very severe gasoline prices 
and other factors, is still undergoing a severe downturn, but we intend to maximize profits by monitoring the 
situation in the Middle East and by promoting sales. 

We have no plans at this time to further revise prices significantly starting this March. 

Sakamaki [Q]: By the way, the volume effect of H2 is still quite large for the number of units. This hasn't been 
changed, but looking at Q1, it doesn't show up that much. Couldn't this also be a risk? 

Kuniyasu [M]: Thank you. Tsuzaki will respond to this as well. 

Tsuzaki [A]: Thank you for your question. 

This year, we are making significant growth in Europe and the US. As I explained earlier, there was a bit of 
logistical confusion in the beginning with regard to DUNLOP sales, but the number of accounts is steadily 
increasing. 

Our strategy is to drive sales by expanding the size range of our new products while continuing to grow our 
accounts, and so far, we’re seeing positive results. 

Also, regarding the new product we mentioned earlier, it went on sale in March and has been very well 
received. Our plan is to continue growing sales, including through this new product. 

Sakamaki [M]: Thank you very much. 

Inoue [M]: Thank you very much. 

Next, we’ll take questions from the audience. Please raise your hand. Then, please ask your questions. 

Sakaguchi [Q]: This is Sakaguchi from Mizuho Securities. Thank you for your help. I have two questions. 

First, I am sorry to be so persistent, but could you elaborate a bit more on the risks currently anticipated 
regarding your full-year plan for this fiscal year? 

Given that the profit plan was originally structured to be weighted toward H2, and considering that the 
external environment has been shifting in a somewhat negative direction, I believe the key question is how 
likely you are to achieve your targets. Therefore, I would like to review this once again. 

What you have just explained is that the natural rubber is currently trading at around 200 cents, and crude oil 
is trading at around USD100, based on WTI. If this situation continues from today until the end of the year, 
you expect to see an additional JPY20 billion in profit decrease in the material area. Does this mean the 
Company plans to offset that through additional cost-cutting measures and other initiatives? 

If that happens, given that various factors have already been factored in and the figures are currently on hold, 
are things heading in a difficult direction? I’d like to go over this nuance once more. 
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Kuniyasu [A]: Thank you for your question. 

First of all, the current figures incorporate all the negative factors currently visible in the Middle East. So, raw 
material prices and other amounts up to the end of Q3 are in the negatives. 

Based on our current assumptions, we are considering pricing and other factors for the remaining Q4 under 
the premise that the situation in the Middle East will subside and return to normal. We believe there is a high 
degree of certainty that we will counter this with Project ARK and other initiatives as explained earlier. 

Furthermore, as Mr. Sakaguchi mentioned earlier, if this continues for a long time, we are prepared for a 
certain amount level of fiscal impact to the extent that Hino mentioned earlier, and we believe that we must 
be prepared for this. 

However, in such a case, we will naturally reduce expenses, etc., but there is a possibility that market 
conditions will deteriorate significantly, so we are currently considering how to respond while monitoring the 
situation. 

Hino [A]: To elaborate a bit further, regarding Mr. Sakaguchi’s question, I would ask you to consider that figure 
as roughly covering the cost increase in raw material prices, the internal cost increase in the price of energy 
used, and the cost increase including the logistics surcharge. 

Sakaguchi [Q]: Thank you. If things continue as they are, the risks will mainly occur in Q4. 

Hino [A]: If unit prices remain unchanged and this confusion continues, that is a possibility.  

Sakaguchi [Q]: Understood. Thank you. 

In terms of the response, please tell me about the sales situation and how it is factored into profits. First, 
regarding the US market, we were told that the FALKEN and WILDPEAK brands have effectively outperformed 
the market in terms of sales. If you’ve been adjusting your pricing strategy again since March, what has the 
sales trend been like since April? Is the Q1 trend of outpacing sales continuing or accelerating? 

Also, since SYNCHRO WEATHER is off to a good start, I believe that these two factors lead to a full-year increase 
in the price section in the increase/decrease analysis, as well as a slight increase in the volume and mix. Do 
you think that these factors will have an effect? Please explain the current status of sales and how the increase 
and decrease factors are incorporated. 

Kuniyasu [M]: Thank you for your question. Tsuzaki will respond to this. 

Tsuzaki [A]: Thank you for your question. As for WILDPEAK, we plan to boost sales in both Q2 and Q3. 

The rationale for this is the expansion of size and sales measures. We are in the process of tying up with our 
customers, and we believe that we can achieve sales that exceed the industry. 

The SYNCHRO WEATHER has been very well received from January to March, as its performance as a summer 
tire has been well recognized. Last winter, we received a very good reputation as an all-season tire that can 
be run on ice, and we are currently making progress as planned with our profit plan, including our target of 1 
million units of SYNCHRO WEATHER, so we are determined to sell and win in this trend. 

Sakaguchi [Q]: Is it correct to say that the degree of incorporation of this effect is included in the price and 
mix this time? 

Tsuzaki [A]: Yes, I think that is a fair understanding. 
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Sakaguchi [M]: Thank you very much. 

Inoue [M]: Thank you very much. 

Next, Mr. Maki of SMBC Nikko Securities, who is joining us online. 

Maki [Q]: This is Maki from SMBC Nikko Securities. Thank you. I have two questions. 

First, I know this may sound repetitive, but based on what we discussed earlier regarding the impact of the 
Middle East, if the current situation continues, Q4 alone will worsen by JPY20 billion. For example, if we 
assume that the resource price will continue to soar next year and beyond, you will have to pay another JPY40 
billion for next year's H1, which will result in a fairly large increase in costs. 

What kind of countermeasures can your company take if something like this were to happen? Please explain 
that to me again. 

Kuniyasu [A]: Thank you. I would like to give a brief explanation of this question from me and then pass it on 
to Hino. 

In addition to Q4, if this situation continues into next year and beyond, we are currently exploring options 
such as production using hydrogen energy, including sustainable sources. However, we believe we must shift 
toward production methods that minimize the use of such energy as much as possible. 

As we continue to reduce weight, we will also need to reduce the amount of raw materials used. In fact, we 
are already implementing this approach within Project ARK, but I believe we need to consider ways to 
accelerate this process even further. 

Now, Hino will continue to explain. 

Hino [A]: I would like to add a supplement. As expected, this is clearly due to external factors. Automakers 
have historically adopted a price-linkage policy in response to surging raw material prices. Although there is a 
slight time lag, meaning the price adjustments are implemented somewhat later, we will pass on these costs 
through price adjustments. Furthermore, I believe we will continue to respond to increases in raw material 
and energy prices by properly reflecting them in product price hikes. 

All tire manufacturers are in the same situation, so I think that, even though there’s usually a slight time lag, 
they’ll generally respond by raising their prices. 

On the other hand, however, we have also been carrying various expenses since the beginning of the year. 
Including Project ARK, which was mentioned earlier, we will naturally take all possible measures to recover 
internally, and through cost reductions and cost cutting, we hope to somehow beat this back. 

Although a sharp price increase cannot be remedied immediately, I believe that in the long run, we will be 
able to counteract it by raising prices in total. 

Maki [Q]: Thank you. 

If you have the breakdown of OE and REP on this, perhaps for the JPY22 billion figure mentioned earlier, could 
you explain the breakdown of the economic impacts currently factored into that number? 

Kuniyasu [M]: You are asking us to give you a breakdown of the JPY22 billion figure. 

Maki [M]: That's right, yes. 
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Hino [A]: By no means did I say this was JPY22 billion. 

Maki [Q]: The impact compared to the announcement at the beginning of the year, which is factored in on 
page 13. 

Hino [A]: The biggest impact is from the price increase of natural rubber and crude oil, which is naturally more 
than half of the total, about 70%. The other impact is the increase in the price of electric energy in the use of 
crude oil boilers, the cost increase at factories, and the surcharge, which is about 30%. 

Maki [Q]: Yes. Understood. I will confirm the details separately. 

The second point is at DUNLOP. I believe there was some good news here, and the price position has been 
rising. 

Given DUNLOP’s historical background, I believe its price positioning had slipped somewhat. Could you share 
some insights on how much the price has risen beyond expectations, what initiatives have driven this increase, 
and the extent of the improvements? 

Also, since the volume has reached the same level as planned in March, I'm wondering if there will be any 
upward swing from April onward if you keep up this pace. Could you also provide an outlook on the volume 
going forward? 

Kuniyasu [M]: Thank you for your question. Tsuzaki will respond to this. 

Tsuzaki [A]: Thank you for your question. 

First of all, DUNLOP has been able to start full-scale sales in January of this year, which is a positive 
development for both Europe and North America. Since we didn't have that last year, it's a plus. 

We’re currently introducing the new DUNLOP to our customers and expanding their accounts while 
communicating its value, that’s the situation we’re in right now. We are seeing very positive results from these 
efforts. 

First of all, the price is about 15% higher than the FALKEN size. The BLUE RESPONSE, which I just introduced 
as a new product, is priced about 15% higher than FALKEN, though in some sizes, the difference is as much as 
20%. 

The US market is roughly the same, with prices about 10% to 20% higher than the same FALKEN size. 

DUNLOP will have a net increase this year, so we would like to convey the value of the off-take products taken 
over from Goodyear and Sumitomo Rubber's new products to our customers and carefully expand our 
accounts to sell these products. 

Maki [Q]: Thank you. 

I know some of these prices are off-take now, but when they switch to in-house products like BLUE RESPONSE 
in the future, can we expect to see roughly 15% or 20% of these prices? Finally, regarding Q1, I would 
appreciate your comments on whether we can expect profits to rise gradually as the number of core products, 
those that are clearly driving profit growth, increases. 

Kuniyasu [A]: Thank you. 
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First of all, in Europe, our business currently focuses mainly on off-take products, and we were able to launch 
our own products in March. Our strategy is to add our technical value to the off-take products and sell the 
new products at a higher price. 

Next year, we plan to launch a new all-season tire with Active Tread in Europe, and naturally, we plan to add 
value to that series as well. So, as Mr. Maki said, I think that from now on, products will make a gradual 
contribution to profits each time our own products are released. 

Maki [M]: I understand. Thank you. 

Inoue [M]: Thank you very much. 

Now, if anyone in the audience has a question, please raise your hand. Go ahead. 

Osawa [Q]: Thank you. I am Osawa from the Nikkei. Thank you for today. I would like to ask two questions. 

The first point is about the performance of this Q1. While profits have grown by a factor of 2.4, the main 
reason for this is that the foreign exchange losses from the same period last year have essentially disappeared 
due to a rebound. Could you please tell me what other factors contributed to this growth? 

Kuniyasu [M]: Thank you for your question. Hino will respond to this. 

Hino [M]: I'm sorry, could you repeat? I didn't quite catch the last part of your question. 

Osawa [Q]: Yes. The net profit has increased by 2.4 times, mainly due to a rebound from the foreign exchange 
loss in the same period of the previous year first, but what worked in addition to that? 

Hino [A]: What worked in addition to that? As mentioned earlier, the number of premium products has 
decreased slightly from the previous year, but business profit has greatly exceeded that of the previous year. 

Premium products, centering on SYNCHRO WEATHER, have been steadily increasing in premium ratio, and 
this time the ratio has increased by 2 points. Sales of SYNCHRO WEATHER, especially in the very high price 
range of high inches, have exceeded the plan, so please understand that the total profit margin has improved 
due to such positive mix. 

Osawa [Q]: The increase in the percentage of high value-added products has been effective first of all. 

Hino [A]: Yes. That’s what’s having the biggest impact on improving business profit. Yes. 

Osawa [Q]: Thank you. I would also like to ask about page 35, the North American sales volume. 

I understand that the weather has worsened and that a significant portion of the market share has shifted to 
lower-priced products. Does this mean that some other brand has entered the market in the lower price range, 
or is it simply that, as you explained, gasoline and other car-related costs are high, so people are trying to cut 
back on tire costs? May I ask what is causing the shift to lower price points? 

Tsuzaki [A]: Thank you very much. As you say, inflation and the rising cost of gasoline have increased the 
amount of money spent on necessary expenses, so the amount of money spent on other expenses has 
decreased, and I believe that this has led customers to choose the cheaper option. 

Osawa [M]: Thank you. 

Inoue [M]: Thank you very much. Next, Mr. Yoshida of Citigroup Global Markets, who is joining us online. 
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Yoshida [Q]: Thank you. I am Yoshida of Citigroup Global Markets. 

The first question concerns pricing strategy. Setting aside the recent additions, based on the breakdown on 
page 13, while raw material costs are rising by JPY22 billion, prices are only recovering by JPY5 billion, so I feel 
that the price effect is weaker than usual when raw materials prices soar. 

Does this mean that the external environment is that severe, or is this a price effect at this point because the 
Company's forecast can be achieved by other factors without raising prices? Please explain a bit about how 
pricing is being handled. 

Additionally, for example, if raw material costs were to increase by another JPY20 billion, under normal 
circumstances, everyone would be affected, so prices would be raised with a time lag, and we could expect 
the spread to improve significantly by the next fiscal year. I would like to confirm whether that is not the case 
this time. 

Kuniyasu [M]: Thank you very much. Hino will respond to this. 

Hino [A]: As Mr. Yoshida correctly noted, regarding the extent to which we can factor the sharp rise in costs 
into our pricing, we have taken a rather cautious approach. Given the weakening of the yen and the fact that 
impact by Project ARK are already piling up as specific projects come in, we decided to manage operations in 
this manner. 

As you say, if this continues, of course, all the tire industry will be in the same situation, so please understand 
that this is just a delay in the period, in the form of improved spreads due to price increases. 

Yoshida [Q]: Thank you. 

The second question is about the road map up to 2030 from the last meeting. I believe there was a mention 
that, given changes in the tariff environment and other factors, a review is necessary, and that you’d like to 
update that at some point. 

Does this mean you’ll be reassessing the situation in Q2, taking into account current conditions? Could you 
tell me about your approach to medium- and long-term strategies, including timing? 

Kuniyasu [A]: Thank you. 

We talked about that in February, and at that time, there were tariffs in place, and we felt we needed to 
update our plans starting with R.I.S.E. 2035, which is why we raised the issue. We are currently exploring 
various options within our company. That remains the case at present. 

However, given the current uncertainty surrounding the situation in the Middle East, we felt that unless we 
clarified that aspect first, it would be difficult for you to fully grasp what we are about to say next. We had 
actually intended to discuss this today, but we’ve decided to take some time to assess the situation in the 
Middle East first. 

As Mr. Yoshida mentioned, we are making preparations so that we can discuss this around Q2, provided the 
situation in the Middle East stabilizes. We intend to closely monitor developments there and ensure we are 
ready to clearly communicate the direction we should take. 

Yoshida [Q]: Thank you. 

Basically, if the industry is able to pass on some of the raw material costs to selling prices in response to the 
situation in the Middle East, is it correct to understand that your basic strategy is proceeding smoothly? 
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Kuniyasu [A]: Yes. I think it is fine to understand as you say. 

Yoshida [M]: Thank you. 

Inoue [M]: Thank you very much. 

Now, if anyone in the audience has a question, please raise your hand. Go ahead. 

Eguchi [Q]: Thank you for the explanation. I am Eguchi and I am a reporter at Nikkei xTECH. 

Earlier in your remarks, you mentioned that of the JPY22 billion impact from raw material costs, about 70% 
was attributable to natural rubber, while the remaining 30% was due to fuel surcharges and transportation 
costs. Is my understanding correct that this remaining 30% includes the impact of synthetic rubber raw 
materials, such as butadiene rubber? 

Hino [A]: No, sorry. 70% contains the influence of all raw materials. 

Eguchi [Q]: Both natural and synthetic rubber are included here. 

Hino [A]: Yes, that's right. 

Eguchi [Q]: Thank you. By the way, regarding that 70%, is it correct to assume that the impact on synthetic 
rubber is greater? 

Hino [A]: Basically, the impact of oil is significant. 

Eguchi [Q]: I understand. Thank you. 

Second, I would like to ask you about Project ARK. 

You have written about the policy ideas regarding DX and AI utilization, such as using AI for tire aging 
prediction and shortening development lead times through virtual measures. I would like to hear a little more 
about the manufacturing efficiency improvements currently being implemented through DX and AI utilization, 
as well as any measures planned for the future. 

Kuniyasu [M]: Thank you for your question. Araki will respond to this. 

Araki [A]: Thank you. 

Regarding the use of DX and AI, we explained in the previous earnings announcement that we are shortening 
the lead time for tire development. Specifically, this involves using AI in tire pattern development or 
shortening the time from the development of the pattern to the actual manufacturing of the tire by 
collaborating not only with the technical department but also with the factory's production department. 

While progress is being made, we haven't yet been able to concretely incorporate this into our JPY9.5 billion 
target for this fiscal year. We are currently working on quantifying it, so this is one of the measures that 
represents our future potential. 

In addition to the measures we are currently incorporating, another positive outcome is that our Thai factory 
has also generated JPY2.6 billion in external revenue, and of course, we have other overseas factories besides 
Thailand, and this year, we have begun to implement the cost reduction measures that we have cultivated at 
our domestic factories. So, we would like to continue to build up cost reduction measures at our overseas 
factories other than Thailand. 
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We hope to announce additional figures after the Q2 earnings announcement, but we are currently reviewing 
the amounts, so please stay tuned. Thank you very much. 

Kuniyasu [A]: Also, although it hasn’t been incorporated into Project ARK yet, Viaduct, a company we acquired 
last year that provides AI solutions, is planning to launch a pilot program to test whether its AI solutions can 
deliver tangible results in areas such as improving maintenance efficiency at our Miyazaki factory. 

Since this will begin around June, we’re already seeing some of the results in the numbers, and we plan to 
incorporate those into Project ARK and continue to drive these results forward. 

Eguchi [M]: Thank you. 

Inoue [M]: Thank you very much. 

Next, Mr. Ishimoto of Nomura Securities, who is joining us online. 

Ishimoto [Q]: Thank you. I am Ishimoto of Nomura Securities. I have two questions. 

First, could you explain how profits are generated in the tire business in Europe, the Middle East, and Africa? 
The profit of JPY800 million was posted in Q1, and I'd like to ask about the situation in the Middle East, for 
example, what percentage of global sales it represents, and what kind of impact it's having. 

Also, since most of the products in Europe are still off-takes, what kind of curve will there be as these products 
switch to in-house products? I would appreciate any hints you could give me. 

Kuniyasu [M]: Thank you. Tsuzaki will respond to this. 

Tsuzaki [A]: Thank you for your question. 

First of all, the percentage of our sales in the Middle East is about 2%. As for the off-take sales ratio, we plan 
to switch to Sumitomo Rubber products in about three to five years. 

Next year, we plan to launch a new all-season tire with Active Tread, and after that, we plan to sell more and 
more DUNLOP products, mainly in Europe and the US. 

Ishimoto [Q]: Thank you. 

As a follow-up, I believe the contract stipulated that you would have to take on some of the business from 
Goodyear in that case, but are you considering selling them in other regions? 

Tsuzaki [A]: Yes. Basically, we will sell the product in Europe, but we plan to sell some outside Europe as well. 

Ishimoto [Q]: Understood. Thank you. 

Second, let me check the situation in the US. In Q1, I think the decline is over 10%. I think the big cold wave 
may have had some impact, but in effect, you are talking about an increase because the hurdle was a bit high 
last year, so I wonder if we can really think in such a way that you are gaining market share. 

In other words, since Q2 accounts for 97%, if Q1 exceeds expectations, assuming it shows YoY growth, growth 
will slow slightly, only to pick up again in H2 with a 22% increase. Could you please provide a bit more detail 
on how you view the outlook for Q2 and H2? 

Kuniyasu [M]: Thank you. Tsuzaki will respond to this as well. 
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Tsuzaki [A]: Thank you for your question. 

First of all, the 89% figure for North America includes exports from Japan, and this figure has decreased 
significantly. The local sales company's figure is 99% compared to the previous year, which puts them slightly 
above the industry average. 

Looking ahead to H2 and beyond, we are formulating our plans by building on a number of initiatives, including 
the expected growth in DUNLOP’s sales figures, the expansion of FALKEN’s WILDPEAK product lineup, and the 
strengthening of our sales strategies. 

Ishimoto [M]: Understood. Thank you very much. 

Inoue [M]: Thank you very much. 

Next, does anyone in the audience have any questions? Please go ahead. 

Hata [Q]: Thank you for the explanation. I am Hata from Toyo Keizai. I have two questions. 

The first question is about pricing strategy. You explained earlier about the North American prices, but what 
do you think about the price pass-on in the domestic market? I believe some companies in Tokyo, such as 
Yokohama and Michelin, have already announced price revisions of about 5%, and I think it is necessary to 
consider price strategies for winter tires in H2, which have particularly high profit margins. What are your 
thoughts on this? 

Kuniyasu [A]: Thank you for your question. 

As for domestic prices, we are naturally considering a price increase due to soaring raw material prices,
however, since only some companies in Japan are implementing price hikes, we will carefully consider how to 
respond to the situation. 

My understanding is that price increases are not raising the overall price but is raising it only partially, so we 
would like to proceed with the study while carefully observing the situation so that the number of units will 
not decrease even if the price is raised. 

Hata [Q]: Thank you. 

I have one more question. While I don’t think the scale of these businesses is as large as that of the tire 
business, I’m concerned that profitability in the sports and industrial and other segments declined slightly in 
Q1. Could you explain the factors behind this and also share your full-year outlook, specifically, whether there 
are any cost-increasing factors related to the situation in the Middle East affecting businesses other than tires? 

Kuniyasu [M]: Thank you. Hino will respond to this. 

Hino [A]: First, one major factor affecting the sports business is that Trump’s tariffs have had a significant 
impact over the past year and this year. However, we are now trying to beat that back with price. 

As for sports, the reason the numbers look like this compared to last year is that we launched Srixon balls and 
clubs last year, and we also sold XXIO a little ahead of schedule. So, compared to last year, things seem to be 
down right now, when viewed YoY. 

On the other hand, the impact of high raw material prices on hybrids is that the cost of gloves is a little high 
due to the impact of natural rubber. However, since this accounts for only a small portion of the overall 
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business, when comparing YoY, we happened to have a large-scale project last year, whereas there was none 
during the January to March period this year, which is why the figures look like this. 

Hata [Q]: As a forecast for the full year, would it be correct to view Q1 as having such special factors? 

Hino [A]: We have not changed our forecast for the full year as a total so far. The forecast is the same as 
announced at the beginning of the year, so we have kept the forecast unchanged by reducing other costs in 
spite of the risk factors I mentioned earlier. 

Hata [M]: I understand perfectly. Thank you. 

Inoue [M]: Thank you very much. Do you have any other questions? Please go ahead. 

Ohashi [Q]: This is Ohashi from Daiwa Securities. In the sense of, what if the situation in the Middle East hadn't 
happened, let me ask you a few more questions about Q1. 

I would like to clarify the temporary factors affecting your progress a bit further. As I understand it, there are 
temporary factors at play in both North America and Europe. As for the impact of this, when looking at profits 
by region, it appears that Japan may be feeling the effects. 

Given that SYNCHRO WEATHER is performing well, and raw material costs are having an impact, Japan’s profits 
appear to be a bit lower than expected. I apologize, but this is just my understanding. Please explain the extent 
to which temporary factors in North America and Europe are affecting the situation and what you consider to 
be Japan’s true capabilities. Thank you. 

Kuniyasu [M]: Thank you for your question. Hino will respond regarding the impact of raw materials. 

Hino [A]: I think your question is about the business profit by region on page 20. Naturally, since direct exports 
from Japan are included in these figures, that impact is reflected here to some extent. 

I will refrain from giving specific figures, but there has been an impact on this area. Additionally, the Middle 
East segment within our Europe, Middle East, and Africa region has seen a significant YoY decline, and looking 
solely at the January to March period, profits have fallen by more than half. 

The Middle East faced very difficult conditions, especially in February and March, and although we managed 
to maintain a surplus, the impact has been felt in the significant dip compared to last year. 

Ohashi [Q]: Thank you. I understand perfectly. Let me ask just one more question about the full-year plan. 

In terms of your internal plans, I think expenses have been reduced in areas that aren't immediately visible. 
In addition to the effects of Project ARK, fixed costs and direct costs also appear to have exhausted the buffer 
planned at the beginning of the fiscal year. 

Could you explain each of these points? Also, could you comment a little more on the opportunities to cut 
back further, and the overall tone of this area? Thank you. 

Kuniyasu [M]: Thank you. Araki will now provide the answer. 

Araki [A]: Thank you for your question. As you are thinking, there is of course the effect of incorporating the 
results of Project ARK, but there was also the effect of holding down internal expenses from the plan due to 
the actual sales environment during the period from January to March. 
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However, after April, especially for H2, we are about to review the very overall annual plan and internal plan. 
Since most of our budget is still based on the plan we set at the beginning of the year, apart from incorporating 
the cumulative measures for Project ARK, we may need to consider slightly reducing the department’s overall 
expenses in the future, depending on the situation. 

I think you should consider that the potential is there, but as for how far we can actually go, we’ll have to 
determine as we proceed, depending on the situation. 

Ohashi [M]: Thank you very much. 

Inoue [M]: Thank you very much. 

As we have run out of time, I will now conclude this earnings briefing. 

Thank you for taking the time to join us today despite your busy schedule. 

Kuniyasu [A]: Thank you. 

[END] 

______________ 
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