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Good afternoon, everyone. I am Yuichiro Wakatsuki, Co-President of Nippon Paint Holdings.   

Thank you for taking time out of your busy schedules to join us today. 

I would like to begin by briefly reviewing the key highlights of our financial results for the second 

quarter of fiscal year 2026. 

Members of the media are also joining us today. 
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Before I begin, I would like to highlight two points. 

First, we have revised our full-year earnings forecast for fiscal 2026. We have also updated our 

foreign exchange assumptions to reflect current market conditions, incorporating a weaker yen than 

assumed at the beginning of the fiscal year in February. 

Specifically, we have revised our U.S. dollar exchange rate assumption from JPY 150.0 for the full 

year to JPY 155.0 for the second half and JPY 156.8 for the full year. We have also revised our 

Chinese yuan assumption from JPY 21.5 to JPY 23.1 for the full year. 

Second, we have made a minor change to the treatment of PPA-related expenses in our definition 

of adjusted profit. Accordingly, prior-year figures have been retrospectively restated. We believe this 

change enhances comparability with our global peers and provides a clearer view of our underlying 

earnings power. 
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Let me begin with the long-term performance trends for the second quarter.  

Driven by the twin engines of organic growth and M&A, we have steadily increased revenue, 

adjusted operating profit, and adjusted EPS. 

Despite an uncertain business environment, including higher raw material prices stemming from the 

situation in the Middle East, we maintained and strengthened our earnings power in the second 

quarter through price pass-through and disciplined cost control. 

Our second-quarter results represent a continuation of this sustained growth. Although there was no 

incremental contribution from new acquisitions compared with the second quarter of the previous 

year, strong organic growth enabled us to maintain growth in adjusted operating profit. 
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Let me now provide an overview of our second-quarter performance. 

Consolidated revenue increased by 19.4% year on year to JPY 533.4 billion, driven by higher sales 

volumes, an improved product mix, and a positive foreign exchange impact. 

Adjusted operating profit rose by 30.4% to JPY 94.9 billion, while the adjusted operating profit 

margin improved by 150 basis points to 17.8%. Adjusted EPS increased by 31.7% year on year to 

JPY 29.4. 

The key point is not simply the increase in revenue. What I would like to emphasize is that, despite 

an uncertain business environment, including the situation in the Middle East, we improved our 

profit margin through top-line growth, a more favorable raw material cost contribution, and effective 

cost control. 

The impact of higher raw material costs stemming from the situation in the Middle East varies by 

region and business. In the second quarter, we were able to absorb this impact through price pass-

through and cost reduction initiatives. However, the impact may become more apparent in the 

second half. We will therefore maintain a disciplined approach and carefully manage pricing, 

procurement, inventory, and SG&A expenses across all regions. 

By segment, AOC recorded higher revenue and profit, supported by price increases implemented in 

response to rising raw material costs and by higher sales volumes, as the market showed signs of 

bottoming out. Japan, NIPSEA Except China, and DGL (Pacific) also achieved increases in both 

revenue and profit, driven by higher sales volumes, price increases, and other factors. 

For NIPSEA China, higher raw material costs stemming from the situation in the Middle East added 

further pressure amid the continued weakness in the property market and consumer sentiment. In 

this environment, rather than aggressively pursuing sales growth, we focused on disciplined channel 

management, cost efficiency, and maintaining the strength of our brand. As a result, we achieved an 

operating profit margin of approximately 15%. Importantly, we maintained profitability without relying 

on an early recovery in the Chinese market. 
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Next, I would like to explain our revised full-year earnings forecast for fiscal 2026. 

First, we have raised our revenue forecast by JPY 80 billion, from JPY 1.92 trillion announced in 

February to JPY 2.0 trillion. This represents year-on-year growth of 12.7%. 

We have also introduced full-year guidance for our adjusted financial metrics. We now forecast 

adjusted operating profit of JPY 316.0 billion, an adjusted operating profit margin of 15.8%, and 

adjusted EPS of JPY 95.7. This represents year-on-year growth of 13.6% in adjusted operating 

profit and 10.0% in adjusted EPS.  

Following strong performance in both the first and second quarters, supported by effective price 

pass-through and cost control, we now expect to achieve record-high revenue and profit for the full 

year. 

That said, as I mentioned during our first-quarter results announcement, we are maintaining a 

somewhat cautious outlook for the second half. 

The Chinese property market remains in the early stages of recovery, while consumer sentiment 

continues to be weak. In addition, raw material prices remain elevated due to the situation in the 

Middle East, and uncertainty surrounding the U.S. housing market persists. 

Against this backdrop, and without relying on a market recovery, we believe we can maintain full-

year profitability broadly in line with our initial forecast by continuing to offset cost pressures through 

price pass-through, an improved product mix, cost reduction initiatives, and disciplined SG&A 

control. 

On a reported basis, our operating profit forecast remains unchanged at JPY 283.0 billion, as the 

positive impact of the revised foreign exchange assumptions is expected to be offset by one-off 

items, including M&A-related expenses and business transformation costs at DGL (Europe). 

EPS is forecast at JPY 81.5, reflecting the impact of these one-off expenses and the effective tax 

rate. Our annual dividend forecast also remains unchanged at JPY 17 per share. 
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From the perspective of Maximization of Shareholder Value (MSV), we will continue to prioritize 

sustainable EPS growth and will update our outlook from the third quarter onward if necessary. 
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Next, let me explain the assumptions underlying our full-year earnings forecast for fiscal 2026. 

Reflecting our strong first-half performance, while factoring in some moderation in the second half, 

we have raised our adjusted operating profit forecasts for Japan, NIPSEA Except China, and 

DuluxGroup. 

On the other hand, for NIPSEA China, where the property market and consumer sentiment remain 

weak, we have maintained our forecast for the automotive coatings business while revising our 

initial assumptions for both TUC and TUB. 
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In the Americas, given the highly uncertain economic outlook, we are taking a cautious view of 

revenue. For AOC, we have maintained our forecast, as the market is showing signs of bottoming 

out. 
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Regarding market conditions, we expect growth from the second half onward to remain broadly flat 

year on year. 

In Japan, we saw temporary strength in the second quarter, particularly in decorative paints, driven 

by supply concerns and front-loaded demand related to the situation in the Middle East. However, 

we do not expect these temporary factors to continue from the third quarter onward. 

In NIPSEA China, automotive coatings remained relatively strong. Although TUC sales declined 

sharply in the second quarter due to the impact of the situation in the Middle East, we expect the 

market to recover in the third quarter to approximately the level recorded in the first quarter. 

In the Americas, uncertainty continues to surround automotive production and housing demand. For 

AOC, it is also too early to conclude that end-market demand has recovered strongly. Nevertheless, 

supported by pricing actions, stable supply, and higher sales volumes, we are seeing underlying 

resilience in the business. 

Taking these market conditions into account, our full-year forecast for fiscal 2026 does not simply 

assume that the strong first-half performance will continue into the second half. Rather, it reflects 

our commitment to pursuing profitable growth while appropriately accounting for the prevailing 

uncertainties. 
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On page 9, I would like to briefly summarize the performance of our major segments. I will leave the 

details for the Q&A session, but let me first provide a brief overview of each segment. 

 

1. Japan: Revenue increased by 17.9% year on year to JPY 61.6 billion, while adjusted operating 

profit rose by 65.0% to JPY 8.9 billion. In decorative paints, growth was driven by higher sales 

of high-durability products for architectural and structural applications, together with front-

loaded demand. In industrial and automotive coatings, higher sales volumes also contributed to 

growth. On the profit side, in addition to the contribution from higher revenue, improvements in 

the raw material cost contribution ratio and SG&A expense ratio provided significant support. 

 

2. NIPSEA China: Revenue increased by 9.7% year on year to JPY 129.1 billion, while adjusted 

operating profit remained broadly unchanged at JPY 18.7 billion. Although revenue increased 

on a yen basis, TUC revenue declined by 14% in local currency terms, reflecting weakness in 

the Chinese property market and subdued consumer sentiment. TUB revenue also decreased 

by 9% due to sluggish market conditions. Nevertheless, through disciplined channel 

management, careful inventory control, and improved cost efficiency, we were able to maintain 

our profit margins. 

 

3. NIPSEA Except China: Revenue increased by 26.4% year on year to JPY 124.9 billion, while 

adjusted operating profit rose by 53.1% to JPY 27.4 billion, representing a very strong 

performance. Growth was broad-based across the Malaysia Group, Singapore Group, Thailand 

Group, Türkiye, Indonesia, and India. Higher revenue, an improved raw material cost 

contribution ratio, and streamlining initiatives all contributed to profit growth. 

 

4. DGL (Pacific): Revenue increased by 29.2% year on year to JPY 73.7 billion, while adjusted 

operating profit rose by 42.9% to JPY 10.7 billion. Despite challenging market conditions, the 

segment benefited from market share gains in specialty coatings, contributions from small-

scale acquisitions, and favorable foreign exchange movements. DGL (Europe): Revenue 

increased by 19.9% year on year to JPY 50.1 billion, while adjusted operating profit rose by 

9.6% to JPY 5.0 billion. Performance in France remained broadly unchanged year on year, 
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while Southern and Central Europe recorded somewhat stronger growth. Nevertheless, we 

believe the European market as a whole remains in the process of recovery. 

 

5. The Americas: Revenue increased by 12.2% year on year to JPY 34.9 billion, while adjusted 

operating profit rose by 8.5% to JPY 3.2 billion. In automotive coatings, new account wins 

contributed to market share gains, while in decorative paints, price increases and favorable 

foreign exchange movements supported performance. Nevertheless, market conditions 

remained challenging. 

 

6. AOC: Revenue increased by 23.0% year on year to JPY 59.1 billion, while adjusted operating 

profit rose by 26.0% to JPY 21.5 billion. This represents a very strong performance, even 

excluding the 12% positive foreign exchange impact. Despite the challenging macroeconomic 

environment, AOC continued to make a significant profit contribution, supported by pricing 

actions in response to rising raw material costs, higher sales volumes, and a more favorable 

regional mix, with growth in the Americas and Europe outpacing that in Asia Pacific. Although 

the figures include a retrospective adjustment following the finalization of the PPA allocation, 

AOC’s underlying earnings power and cash generation remained very strong. 
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Next, I would like to discuss our key topics. 

First, let me explain the repurchase of the European automotive coatings business from the 

Wuthelam Group, which we announced today. 

This transaction involves the repurchase of the European automotive coatings business that we 

announced would be transferred to the Wuthelam Group in August 2021. The purchase price is 

expected to be approximately EUR 47 million, or around JPY 8.5 billion, and the transaction is 

scheduled to close in October 2026. 

Following this repurchase, together with the repurchase of the India business in 2024, the Wuthelam 

Group will no longer directly hold any Nippon Paint Group businesses. 

The key point is not simply the repurchase itself, but our conclusion that bringing the business back 

into the Group at this time represents the best course of action from an MSV perspective. Under the 

Wuthelam Group’s ownership, restructuring initiatives, including organizational reforms, have 

progressed, and the business has recovered significantly since the transfer. Looking ahead, as we 

accelerate our global automotive coatings initiatives, we believe that a more integrated operating 

structure, including closer capital alignment, will better serve the Group. 

In addition, we established a special committee comprising three Independent Directors to review 

the transaction from the perspectives of protecting minority shareholders and achieving MSV. The 

acquisition price was determined based on a valuation conducted by an independent third-party 

firm, and Chairman Goh did not participate in the deliberations or resolution concerning the 

transaction. 

The contribution in the first year will be limited to the three-month period from October through 

December 2026 and is therefore expected to be modest. From 2027 onward, however, we 

anticipate a meaningful recovery. Although the financial impact is limited in scale, we believe this 

transaction represents an important strategic step. 
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Next, I would like to discuss our Integrated Report 2026, which was published at the end of June. 

This year’s report was planned, structured, and edited around key questions raised by investors to 

provide a clearer understanding of our progress on the MSV Journey and the key issues for 

discussion going forward. 

Each section explains our views and the specific initiatives we are undertaking in response to these 

questions. The report also features a three-way discussion among Co-President Wee, Board Chair 

Nakamura, and me, together with a range of other substantive and insightful content. I encourage 

you to take the time to read the report. 
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On July 23, we announced a reorganization within the Japan Group. Under this reorganization, the 

operations of Nippon Paint Surf Chemicals will be divided and integrated into Nippon Paint 

Automotive Coatings and Nippon Paint Industrial Coatings, effective January 1, 2027. This will 

establish a structure that enables us to offer surface treatment and coating products—previously 

provided separately by individual subsidiaries—in an integrated manner across the Group. Through 

this reorganization, we aim to further strengthen product development and technical services while 

enhancing both our competitiveness and customer satisfaction. 

I am also pleased to report that we received the Award for Distinguished Service/Encouragement at 

the 42nd Corporate Public Relations Awards. Through our corporate communications activities, we 

will continue to deepen trust with our stakeholders while fostering a greater sense of understanding 

and pride among our employees. 

Thanks to the tireless efforts of our partner companies around the world across a wide range of 

areas, including raw material procurement, product supply, and customer service, we achieved 

record-high revenue and adjusted operating profit in the second quarter. At the same time, several 

factors continue to warrant caution, including raw material prices, foreign exchange movements, 

and geopolitical risks. Against this backdrop, all of our local management teams are approaching 

the second half with a strong sense of discipline and urgency. 

We will continue to assess these risks calmly and prudently while steadily increasing adjusted profit, 

EPS, and cash generation and pursuing MSV as an Asset Assembler. We also remain committed to 

maintaining constructive dialogue with our investors. 

Thank you for your attention. 


