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FY2020 1Q Financial Result Conference Call Presentation Summary 

 May 15, 2020 

 

 

 

Good evening everyone. I am Yuichiro Wakatsuki, chief financial officer of Nippon Paint 

Holdings. 

Thank you for taking the time late in the evening to participate in this conference 

regarding our earnings results for FY2020 first quarter.  
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Please look at the bottom of page 2.  

 

We have changed our disclosure policy for financial information since February to provide 

figures prepared both on a reported basis, which is the data in our tanshin, and an 

adjusted, or non-GAAP, basis.  

Major adjustments are the profit contribution from the acquisition of DuluxGroup and 

Betek Boya and the effects of foreign exchange. 
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In the first quarter of FY2020, revenue increased with a profit decline on a reported basis, 

while both revenue and profit declined on a non-GAAP basis, year on year, respectively.  

Our consolidated earnings were affected significantly by the weak business performance 

at NIPSEA China and also by the automotive coatings business globally. On the other 

hand, both DuluxGroup and Betek Boya contributed steadily to our consolidated earnings 

results. 

 

We did not disclose a FY2020 forecast at the announcement of the FY2019 4Q financial 

results on February 13. Meanwhile, we disclosed the forecast for DuluxGroup and Betek 

Boya (DuluxGroup: revenue of 143 bn yen and operating profit of 17 bn yen; Betek Boya: 

revenue of 34 bn yen and operating profit of 3.1 bn yen; both before PPA (Purchase Price 

Allocation: categorization of the purchase prices into the assets and liabilities acquired) 

deduction) given that the two companies had been little impacted by the novel 

coronavirus outbreak at that time and from the standpoint of releasing a full-year 

guidance for those companies after acquisition.  
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We will maintain the initial forecast for DuluxGroup but withhold that for Betek Boya this 

time taking into consideration the impact of coronavirus outbreak. Please also note that 

business environment surrounding DuluxGroup has changed from the time the initial 

forecast was formed. 

 

Our view is that it is still difficult to rationally estimate the consolidated earnings forecasts 

for FY2020 at this time. That said, we have disclosed the FY2020 forecasts (revenue of 

720 bn yen and operating profit of 63 bn yen) as a “base-case forecast” based on certain 

assumptions. This is a revenue increase with a profit decrease on a reported base from 

the prior-year level. We cannot disclose the breakdown of non-GAAP figures.  

Dividend forecast is to be determined.  
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Now I would like to explain the current coronavirus impact.  

 

This page shows the overview of coronavirus impact on NHPD’s global operations. 

Please note that production volumes are only approximate estimates and also that such 

volume itself is subject to change according to inventory buildup and future outlook, as 

you may well know, thus these figures in and of itself have limited implications. 

This information is provided this time only to show the latest snapshot of coronavirus 

impact on our operations around the globe. 

 

A quick implication from this map is that the paint business is very broad in scope and the 

coronavirus impact on this business varies across country, region, and industry. 
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NPHD announced internally and externally earlier on to respond to the novel coronavirus 

outbreak based on three priority policies. Regarding the first policy, NPHD Group has had 

0 employees who tested positive for the coronavirus in Japan and only a few tested 

positive overseas, and no plant closure due to the infection.  

 

This page also shows the situation at NIPSEA China. All its factories are operating. 

Production volumes are presented strictly for reference purpose. Sales volumes at NIPSEA 

China are lower in January and February compared to other months due to the effects of 

Chinese New Year holidays, so this page simply shows that production volumes are on a 

recovery trend.  

 

There is no issue with supply chain management, and the impact of crude oil price fall on 

earnings will be realized with a lag of a couple of months. 

 

Regarding sales trend, we expect that the decorative paints business will recover before 

the industrial coatings business, and the recovery of Project will come before DIY within 
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the decorative paints business. We are not expecting a V-shaped recovery overall, and the 

FY2020 forecasts which I will explain later are prepared based on cautious assumptions 

for market recovery.  

That said, one of the strengths of NIPSEA China is the resilience power toward the 

recovery, i.e., the production capacity and sufficient financial resources to promptly meet 

demand with group wide support when the situation gets back on a recovery path. 
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This page shows the coronavirus impact on the market and business conditions in our 

major operating regions. 

 

Our Asia operations were faring well until February but have been affected by the 

coronavirus outbreak and lockdown since March. 

Our domestic decorative paints business has started to see the coronavirus impact from 

March. Some leading general contractors suspended construction works in April, and 

though the situation doesn’t allow for optimism, we project a market recovery to take 

place in 2H. 

Our Oceania operations were initially affected by bushfires and unfavorable weather. 

However, a high demand for housing refurbishment occurred in March following the 

adoption of restrictions on outings, leading to a revenue increase year on year based on 

reference figures. 

Regarding Dunn-Edwards, our decorative paints operations in the Americas region, 

revenue was very strong in January and February due to factors such as price increase 

and favorable weather, but the impact of coronavirus became apparent in March. In 
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addition, some stores were ordered to shut down in the early stage of coronavirus 

outbreak. While all the stores have resumed operations, demand is calm at this time. 

Regarding Betek Boya, earnings were very strong in 1Q owing to factors such as the 

rollout of a major sales promotion event in February, but following the rapid spread of 

coronavirus infections in April its operations including logistics have been adversely 

affected. As a result, it is very difficult to form a forecast on this company at this time. It 

still reported strong sales in April based on preliminary figures, but this is not due to 

strong real demand, but rather due to back order from March and consumers’ stock up to 

prepare for lockdown. 

Finally, the automotive coatings business is facing a very severe market and business 

climate globally. 

  



10 

 

 

 

The figures on this page are preliminary approximate estimates for April and intended to 

present an overall trend rather than examining each figures.  

As I stated earlier in the explanation about Betek Boya’s business conditions where 

revenue increase and sharp production decrease coexists, simply looking at production 

could be misleading. In addition, NIPSEA China reported strong figures both for 

production and revenue, but there is always a time lag between production and sales, 

thus these figures are not intended to draw some conclusion on the Group’s business 

conditions.   

 

Please also note that our FY2020 earnings forecasts were prepared assuming those 

market and business conditions and subject to a time lag. 
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This page explains the second of our three priority policies explained earlier.   

 

The bridge loan refinance described in ② in this page has been under consideration before 

corona impact. During this period we were able to broaden bank relationships, extend 

duration in a good timing, and secure sufficient liquidity at a very low cost thanks to the 

cooperation of banks to prepare for the worst.  I also note that we now have sufficient 

capital to quickly capture business opportunities upon recovery.  
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There are business opportunities lying ahead even under these tough circumstances.  

This “STAY HOME & ENJOY PAINTING” campaign introduces the ideas for staying home 

not as home nesting, but rather as “home decorating,” and is very well received among 

consumers  

I hope everyone will give them a try. 
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Lastly, I would like to explain about NPHD’s various initiatives that are underway toward 

solving social issues caused by infections using our technologies.  

 

In fact, NPHD already has a range of antivirus coatings available, although those products 

are not designed specifically to prevent the spread of coronavirus infection. “Perfect 

Interior Air Clean” is a product with antivirus feature using photocatalytic technology and 

is certified by the Photocatalysis Industry Association of Japan (PIAJ), a certification body. 

We are also considering more concrete industry-academia collaboration, and are 

mobilizing the Group’s resources to contribute to solving social issues. 

 

I will not go into the details on page 12 onward as those pages show results of operations 

achieved based on the market and business conditions I explained earlier. I will answer 

questions later on.  

 

Before turning to the FY2020 forecasts, I will explain P15 and P16 
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This page shows a heat map we started using from FY2019 Q4 financial results 

presentation in February. 

 

Reading this chart takes some getting used to: The colors indicate market climates and 

the arrows for market share showing whether we have outperformed (increased market 

share), were in-line (maintained market share), or underperformed (lost market share). 

Therefore, the heat map shows that our sales in the DIY and Project segments in China 

fell year on year due to the market’s sharp decline but our market share is supposed to 

have increased.  
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This page shows the bridge in our first quarter operating profit on a reported and non-

GAAP basis.  

 

The biggest positive adjustment for this year is for the profit contribution from the 

acquisition of DuluxGroup and Betek Boya.  

These adjustments should be eliminated from 3Q to 4Q. 
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Now I would like to explain the full-year earnings forecasts for FY2020. 

 

I have already explained our assumptions used in preparing the FY2020 forecasts, but let 

me reiterate that it is in fact difficult to create an overall forecast given that the 

coronavirus impact varies enormously from region to region, industry to industry.  

That said, with our commitment to maintain dialogue with the market participants, we 

believe the best we can do at this point is to provide a “base-case” forecast first and add 

information on changes from the forecast when there is any. Please note such premise for 

this FY2020 forecast. 

 

I would also like to explain about the dividend forecast.  

NPHD has Maximization of Shareholder Value (MSV) as its paramount mission, predicated 

on the fulfillment of our duties to stakeholders and ensuring of business continuity. This is 

our first priority.  
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What comes next is growth investments to increase Total Shareholder Return (TSR) and 

then comes consideration of dividends also taking into account the stability of dividend 

payment. We thus believe that it is rather early to provide a dividend forecast at this time.   
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This page shows our forecast for the second quarter market conditions. 

 

The market conditions in China, for instance, are not all bad in April as I mentioned 

earlier. However, I believe the situations in May and June do not allow for optimism.   
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This page shows our forecast for the second half market conditions. 

 

The forecast assumes a peak out of the coronavirus outbreak to a certain extent, but we 

do not assume a V-shaped recovery of the overall business sentiment. However, we 

assume that conditions in many markets will recover to prior-year levels. 
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The pages 27 and 28 explain assumptions for FY2020 forecasts by region.  

 

As I have mentioned earlier, these are the base case assumptions at this time, and the 

aggregate of figures created based on these assumptions comes to revenue of 720 billion 

yen we announced today.  

 

For instance, the market conditions in China are projected to level off both in 2Q and 2H 

compared with one year earlier, which creates an opportunity to achieve an earnings 

growth YoY if we succeed in increasing market shares. On the other hand, there is a 

possibility that the earnings will fall below the prior-year level due to the decline in 1Q and 

we may decide to discount prices to gain market share. The forecast is a “base case 

forecast” prepared based on the assumptions taking various such factors into 

consideration.   

  



22 
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Before concluding today’s presentation, I would like to mention two items for your 

reference. 

 

Firstly, we provided a comparison of breakdown of the adjustment items between FY2018 

and FY2019 according to requests from investors.  

The comparison of first quarter is provided on pages 32 and 33. We will work on the 

comparison of second quarter and third quarter as a homework for the next period.  
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As footnoted on page 31, we reviewed the depreciable life of NIPSEA China’s trademark 

rights in accordance with changes in accounting estimates. As a result, depreciation and 

amortization declined approx. 0.6 billion yen per quarter, and this change will make a 

positive contribution on a full-year basis. 

 

This will be the end of my presentation.  Thank you for listening.  

 

 


