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Summary of Questions and Answers on Medium-term Management Plan 

 

Date：Friday, July 15, 2022 10:30 - 12:15  

(Explanation: 65 minutes, Q&A: 40 minutes) 

Format: In-person, online 

Presenters：Kikuo Toyoda, 

Chairman and Representative Director, Chief Executive Officer 

Ryosuke Matsubayashi 

Representative Director, Executive Vice President, 

 In Charge of Global and Engineering 

Masato Machida 

Representative Director Executive Vice President, 

 In Charge of Corporate Strategy Center 

Kazuya Mizuno 

Corporate Director,S Executive Officer, enior Managing  

In Charge of Global Environment  Field, Digital & Industry 

Keita Hara 

Corporate Director,Senior Managing Executive Officer,  

In Charge of Wellness Field, General Manager, Group technology Center 

Tamotsu Ueno 

Management Strategy Office, Senior Manager 

 

■ Organizational reforms and effect of cost reductions 

Q: Could you explain the purpose of the organizational reforms implemented on April 1 

 once again? Explain also the effect of the cost reductions under the new Medium-term 

Management Plan (FY2022-FY2024). 

 

A: Under the organizational reforms implemented on April 1, we transitioned to a 

business unit structure.  The aim of the move to business units is to create group 

synergy, and broadly speaking, there are two strands in this strategy. The first is to 

reduce costs through the groupwide integration of administrative operations and the 

sharing of production operations including sites and plants.  The second is to 

combine the technologies of each business and use them more widely in the 

development of new products and the development of new markets. The Group 

companies belonging to each unit respectively may be reorganized and integrated at 

some stage but, to begin with, we will conduct unified operations through the 
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establishment of units and gradually proceed with the integration of group 

companies. 

The effect of cost-cutting efforts, which has been factored into our targets for the 

final fiscal year of the Medium-term Management Plan, is estimated at 

approximately 5 billion yen, centered on the head office and administrative 

operations. In addition, we estimate the effect of synergy both in terms of costs 

reductions and revenue in each business at around 6 billion yen. 

 

 

■Business results 

Q: During the period of the Medium-term Management Plan (FY2022-FY2024),  

operating profit will increase significantly in the Digital & Industry Group and Other  

segments. Give a breakdown of the operating profit increase by business unit. 

 

A: In the Digital & Industry Group, the Industrial Gases B.U. and the Functional 

Materials B.U.  are each projected to report increases of approximately 6 billion 

yen compared with FY2021 levels. 

The Others segment is made up of logistics, industrial gases and high power UPS 

in North America, Nihonkaisui Co., Ltd. and "Others."  For logistics, Industrial 

gases and high power UPS in North America and Nihonkaisui Co., Ltd. combined, 

we project growth or around 6 billion yen. Additionally, for "Others," we anticipate 

growth of around 8 billion yen through the creation of new businesses (including 

M&A) in regional business and research and development. 

 

Q: The operating profit growth of the Digital & Industry Group appears limited given  

that the Group includes industrial gases in India, which is a growing business area.  

Why is this? 

 

A: This is partly attributable to the effect of exclusion of an Indian subsidiary 

(Ellenbarrie) from the scope of consolidation due to termination of the joint venture 

in FY2021. 

   The Indian market is booming and we are currently conducting activities to win 

orders for new onsite projects for steel manufacturers. Since the onsite projects for 

steel manufacturers require a certain amount of time for plant design, production 

and onsite construction after winning the order, these are expected to contribute to 

revenue from the period of the next medium-term management plan. 



3 

 

■Financial targets 

Q: You indicated FY2030 targets of 10% or more for ROE and 7% or more for ROIC but  

what level do you actually intend to achieve? 

 

A: We will refrain from giving specific figures but we intend to attach importance to 

capital efficiency, including aiming for high investment efficiency in all investment 

projects and carefully selecting investees. 

 

■ Share price 

Q: We recognize that the conglomerate discount is in play in the stock market's  

evaluation of AW because the profitability and efficiency of individual businesses and  

the effect of cost reductions are not shown in quantitative terms. What kind of  

discussions are being held internally regarding the current stock price level? 

 

A: The stock price fell temporarily due to equity investments in FY2019 and then rose 

again.  We are frustrated because there is the view that our business was severely 

hit by steel-related volatility though this is untrue. 

The underlying theme of each of our businesses is the industrial gases business, 

which is our founding business, and we have grown into the group we are now by 

building on this business and expanding related business domains. Some of these 

business domains are unprofitable but, over the most recent one-year period, we 

have implemented structural reforms and conducted initiatives to increase 

profitability. 

Regarding our financial structure, we conduct management based on discussion of 

how to efficiently raise our own funds including reducing strategic shareholdings 

and shortening the cash conversion cycle (CCC). As for shareholder returns, we 

intend to return profit to shareholders through continuous dividend increases driven 

by profit growth. Going forward, we intend to increase our share price through the 

continued implementation of such initiatives. 

 

■M&A activities 

Q: To what extent are increases due to M&A factored into the increases in revenue 

 (311.3 billion yen) and operating profit (34.8 billion yen) under the three-year plan? 

 

A: We forecast 140 billion yen in revenue and 15 billion yen in operating profit as growth 

due to M&A. 
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Q: Looking at AW's past growth, AW has a track record for growing through M&A. Whilst  

growth appears to have slowed under the impact of COVID-19, will AW continue to  

grow through M&A in the same way as it has over the past 10 years? What is your  

M&A policy and what sectors does it apply to? 

 

A: The domestic market is currently stagnating and there seems to be few large-scale 

M&A transactions but many small-scale transactions. In Japan, we intend to 

aggressively implement M&A deals to strengthen our existing businesses. We will 

implement not only M&A to acquire a majority stake but also various types of 

alliances such as forming partnerships with a wide range of partners including 

startups.  Overseas, we will also aggressively implement capital investment and 

M&A transactions, seeking to expand our network of business sites and 

plants.  The business domains in which we will implement M&A are primarily the 

Digital & Industry, Health & Safety, and Agriculture & Foods units, and we will 

particularly focus on the industrial domain overseas. 

 

 

■Overseas business 

Q: I assume that when it comes to expanding the industrial gases supply business in  

India and North America, the major players in the industrial gases market are strong  

and the competition is fierce. What is your feeling? 

 

A: Our understanding is that we have plant production technology comparable to that of 

the major players in the industrial gases market. It is our understanding that we 

are also competitive in terms of human resources since human resources who have 

joined the Group in the process of implementing M&A in North America and India 

in the past include many who have belonged to the major players in the industrial 

gases market and who have engineering experience.  Moreover, when it comes to 

selling industrial gases, market players need to differentiate themselves in terms 

of the applications and equipment used in gas consumption as differentiation of the 

gas itself is impossible. It is our understanding that we have developed the ability 

to be able to differentiate ourselves from our competitors in this respect because 

our M&A activities to date have focused on acquiring gas applications and 

equipment.  We therefore intend to leverage our comprehensive strength in terms 

of engineering and applications to  meet demand in these markets. 
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Q: Why is the industrial gases business in North America included in the Others 

segment and not in the Digital & Industrial Group? 

 

A: Our current segment classification reflects how our businesses developed. 

Our industrial gases business in India was part of the previously named industrial 

gases business (now the Digital & Industry Group) because we started the business 

by supplying industrial gases following the acquisition of large projects for 

steelmakers at the time of the carveout of business assets associated with the joint 

venture between Linde and Praxair. In North America, on the other hand, we have 

many competitors and the market is also mature and so we entered the market 

through the engineering and gas application segment and have now developed a 

framework that allows us to compete in the gas supply segment. Since the business 

came into existence in different ways, it currently straddles two segments. However, 

going forward, we plan to reform and rationalize our organization/units. 

 

 

■Regional strategy 

Q: The sales targets of regional business companies seem fairly ambitious. Can you give  

more details of your regional business growth strategies? 

 

A: We have implemented various initiatives to date, including integrating regional 

business companies. 

At regional business companies, 5% of customers account for almost 80% of the total 

transaction amount and we believe that the question of how much we can increase 

the amount of transactions with the remaining 95% of customer is key. Accordingly, 

we consider it necessary to expand not only seeds-based sales but also business 

based on the needs of regional customers. 

For example, in Hokkaido, where our business is concentrated, we have as many as 

195 business sites and we recognize that this is one of our strengths. Whilst 

Hokkaido is seeing accelerating depopulation, we believe that by using such 

business sites, we can turn the various regional needs associated with depopulation 

into business opportunities.  Group company PLUS Corporation which operates 

Sanchoku Market Yottette in West Japan conducts business based on the concept of 

reducing food loss from the perspective of agricultural producers.  

To further grow the regional business in this way, it will also be important to use the 

Group's infrastructure network and to create new businesses based on regional 
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needs in addition to existing businesses. We are confident that the Group has the 

human resources, sites and other management resources to be able to achieve this 

growth. We will expand our business by leveraging not only the management 

resources of regional business companies but also those of the entire group. 

 

 

End of Q&A summary 

 


