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Slide 5 is the highlights of FY2020 third quarter results.
The Group experienced increasingly difficult trading conditions during the third quarter,
with a further slow-down in vehicle production and increasing supplies of architectural
glass, particularly in Europe.
Revenues declined by seven percent to 425.8 billion yen, as the Group faced headwinds
in the Group’s core markets, in addition to the translational impact of foreign exchange
movements. Revenues would have fallen by three percent at constant exchange rates.
The trading profit declined by 29 percent to 19.4 billion yen. In Automotive, profits were
affected by continuing lower volumes in Europe as well as a decline of demand in Japan
in the third quarter due to the sales tax increase. Architectural profits were affected by
increasingly challenging conditions, especially in Europe where capacity utilization
worsened. On the other hand, solar volumes improved.
Profit attributable to owners of the parent was 1.2 billion yen, due to the nonrecurrence of a one-off gain recognized by a joint venture in the previous year, together
with the reduction in trading profit.
Free cash flow recorded an outflow of 49.3 billion yen with lower profit as well as
strategic investments and the movement in working capital.
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Slide 6 is the Group’s consolidated income statement.
Revenue, trading profit and profit attributable to owners of the parent are as explained
in the previous slide.
The exceptional loss at third quarter was 4.4 billion yen. In the three-month period to
the end of December, the Group recognized exceptional losses incurred mainly from
restructuring in Automotive Europe. For further details, please refer to slide 25 in the
appendices at the back of this document.
Net finance expenses decreased by 0.7 billion yen, despite an increase of interest costs
due to the adoption of IFRS16 “Leases” from this financial year.
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Foreign currency movements had a negative 1.7 billion yen impact.
Volume/Mix were mostly due to volume declines in architectural and automotive glass
in Europe. In the third quarter, a slowdown in car registration in Japan after the
consumption tax increase had an additional impact.
Prices movements were negative in Architectural Europe, South East Asia and North
America, where increases in glass supply are intensifying price pressure.
Input costs had a positive 0.6 billion yen variance during the third quarter, helped by
lower energy prices, especially in Europe.
In the ‘cost savings and other’ column, negative impacts such as lower asset utilization
have offset the benefits from the Group’s cost reduction efforts and resulted in a
negative variance of 0.2 billion yen.
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Net debt increased by 93.7 billion yen from 31 March 2019 to 411.4 billion yen, as result
of the adoption of IFRS16 ‘Leases’, capital expenditures on strategic investments and
working capital movements.
The Net debt/EBITDA ratio was affected by the increase in net debt.
With the translational impact of foreign currency movements and the adoption of
IFRS16, the shareholders’ equity ratio decreased from 16.2 percent at 31 March 2019 to
12.9 percent but showed a moderate improvement from the end of the second quarter.
Operating return on sales was below the previous year.
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37 percent of the Group’s sales are in Europe, 36 percent in Asia including Japan and 27
percent in Americas.
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Revenues in the Architectural Glass business decreased by 4 percent to 180.1 billion yen,
due to the weakened European and South American currencies, which was exacerbated
by increasingly difficult trading conditions in the third quarter. Profits decreased by 4.4
billion yen to 14.0 billion yen, more than half of which was related to worsened
conditions in European.
In Europe, revenues were lower than the previous year due to lower volumes together
with the significant fall in prices in the third quarter as a result of recent capacity
additions in the region. Profits fell from the previous year, affected by the reduction in
revenues and lower asset utilization.
In Asia, revenue increased with robust solar energy glass volumes. Profits declined year
on year, as architectural glass markets in South East Asia were affected by lower prices
caused by increases in glass supply, while, profitability in Japan improved.
In North America, volumes of solar energy glass were robust as in Asia. Profits, however,
reduced as the domestic business was affected by lower prices because of increased
supply in the market.
In South America, local currency results improved despite the uncertainty in underlying
economic environment.
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Revenues in the Automotive Glass business decreased by 9 percent to 214.6 billion yen
and profits decreased by 3.8 billion yen to 5.3 billion yen, as the results were affected
mainly by the reduction of new car production in Europe, in addition to the translational
effects of foreign currency movements.
In Europe, the results were affected by a reduction in volumes. While new-car
registrations in the region were relatively stable, car production decreased in line with
vehicle manufacturers’ inventory adjustments.
In Asia, both revenues and profits decreased. In Japan, volumes were robust during the
first half of the year in the run-up to the consumption tax hike, but revenues decreased
afterwards. Profits were affected by the reduced sales volume in the third quarter in
addition to increased cost of raw glass.
As in the Architectural businesses, the results of the Americas were affected by the
translational impact of foreign currency movements. Revenues decreased by 7 percent
mainly due to devaluation of the Argentinian Peso. Revenues would have fallen by 2
percent at constant exchange rates.
Profits improved in North America, driven by manufacturing efficiency gains. Profitability
in South America was similar to the previous year, while the performance in Brazil
showed a continued improvement.
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While some of the businesses such as lenses and glass cord were affected by difficult
market conditions, the fine glass business recorded a further improvement in
profitability. Technical Glass revenues decreased by 6.5 billion yen to 30.2 billion yen and
profits decreased by 1.0 billion yen to 5.4 billion yen.
Fine Glass’s results benefitted from a lower cost base following continued cost reduction
efforts, along with improvements in sales mix.
Profits of printer lenses and glass cord used in engine timing belts declined. Glass cord
was affected by reductions in car production in Europe and China.
Battery separator results remained stable.
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As presented in the previous slides, the Group’s third quarter results were affected by
increasingly challenging trading conditions, which are expected to continue during the
remainder of the year. Based on such assumptions, the Group has regrettably decided to
make another revision to its full-year forecast, as shown on the slide.
Forecast of revenues now stands at 560.0 billion yen, which is 10.0 billion yen less than
the forecast issued at the announcement of the second quarter results.
Trading profit has been reduced by 8.0 billion yen to 21.0 billion yen and profit
attributable is reduced by 6.0 billion yen to a loss of 3.0 billion yen.
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This is the breakdown of the JPY 8 billion revision to the trading profit forecast.
3.0 billion out of the total of 8.0 billion yen revision to trading profit is related to the
Architectural business. Volumes and prices have come under increased pressure with
abundant supplies of glass, particularly in Europe and South East Asia, which in turn is
affecting the Group’s asset utilization.
4.0 billion yen is attributable to the Automotive business. About half is in relation to
Europe, followed by Japan, reflecting a further slowdown in the market. Lower
production by European car manufacturers and weak car demand after the consumption
tax increase in Japan are expected to continue.
The remaining 1.0 billion is regarding Technical Glass. The vehicle production decline in
Europe and China is expected to impact glass cord demand.
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With a significant decline in business performance, turning around European businesses
is the Group’s priority.
In Automotive Europe, the Group has been rationalizing the operations by restructuring
and consolidating production lines mainly in Italy. The initiative has generated benefits
but further improvement measures will be taken going forward.
In Architectural Glass Europe, capacity adjustment plans are being developed including
hot holds, earlier and longer repairs for multiple float lines. These actions do not lead to
immediate profitability improvement but in the longer term, ensuring a good demand
and supply balance is beneficial.
In other regions, the Architectural business in Japan has been taking such actions as the
consolidation of downstream operations, headcount reduction, and price increases as
planned to improve profitability in FY2021 and onward. The Group does not assume that
market conditions will improve readily and focuses on what can be controlled internally
to increase profitability.
In North America, measures to improve manufacturing efficiency have been
underpinning profitability improvement.
In addition to the ongoing operating cost saving actions, a new Group-wide initiative to
cut discretionary spending has been launched.
The Group remains focused on driving the VA (value-added) shift, as an important pillar
of profitability improvement and is taking actions such as reinforcing the marketing
function.
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In response to a significant change in the business, the Group is also reviewing additional
measures which could improve profitability in the coming years. Going forward, should
there be any material impact such as incurring exceptional cost, we will disclose it in a
timely manner.
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The two strategic investment projects to expand capacities in the areas of solar energy
glass, and also an emerging market project in South America, are progressing steadily.
The second solar energy glass float line in Vietnam had been lit up recently on 19
January and is planned to begin operation in February. The new solar energy glass float
line in North America is under construction and expected to begin production later in
FY2021.
The construction work on the new float line in South America is underway, which is now
expected to come onstream in the second half of FY2021.
Further, multiple projects are being promoted by the Business Innovation Center to
accelerate new business development.
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The Group’s third quarter results reflected increasingly difficult trading conditions.
Anticipating these conditions to continue, the Group revised its full-year forecast further.
While capital expenditure related to the two strategic investment projects is to increase
in the remainder of the year, the Group is aiming to achieve a positive underlying free
cash flow, excluding strategic investments.
Despite the headwinds in the markets, the Group remains committed to execute
profitability improvement and growth measures, in order to turn around and increase
profitability going forward.
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