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FY2019 4Q Financial Result Conference Call Presentation Summary 

February 13, 2020 

 

 
 

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

Holdings. 

Thank you for participating in this conference call about our earning results for FY2019 

fourth quarter. 

 

I will begin with an explanation of the changes to our disclosure policy for financial 

information beginning with this announcement. There are three primary changes. 

 

Firstly, in the past we provided information based on results of operations from the 

beginning of the fiscal year. From now on, we are providing information for individual 

quarters. Cumulative fiscal year figures will also be provided for reference. 

 

Secondly, we are disclosing financial information of NIPSEA China separately within 

the Asia segment. NIPSEA China does not include businesses in China operated 

directly by Nippon Paint Holdings. 

 

Thirdly, we are disclosing financial information on both a reported basis, which is the 

data in our tanshin, and an adjusted, or non-GAAP, basis. Non-GAAP information 
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shows the year on year change in earnings of our continuing operations. There are 

adjustments for M&A activity and one-time factors. The numbers and comments in this 

material are basically on a non-GAAP basis.  

 

The non-GAAP basis includes adjustments to eliminate the effects of foreign exchange, 

revenue from subsidies, insurance payments and other one-time revenue, and one-time 

gains and losses. We also eliminate M&A and asset impairment expenses as well as 

the effect of recently acquired companies, which are DuluxGroup and Betek Boya. 

Excluding all of these items makes “apple to apple” comparisons possible with the prior 

year.  

 

I would like to add one more point. In the past, we provided additional numbers in order 

to answer your questions. From now on, we will not disclose these numbers verbally. 

We will provide only the numbers in presentations and other disclosure materials and 

make qualitative comments about our performance as needed. 

 

Nippon Paint Holdings is always considering ways to improve our disclosure activities. 

We look forward to receiving your feedback in order to continue making improvements.   
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This page is a summary of our non-GAAP results of operations. I will talk about 

DuluxGroup and Betek Boya separately, as they are not included in non-GAAP financial 

information. 

 

In the fourth quarter of FY2019, compared with one year earlier, revenue increased 

3.5% and operating profit increased 7.0%. The decorative paints business of NIPSEA 

China performed very well with revenue up 15.1% and operating profit up 40.6%. The 

project segment, which is exterior paint, made a large contribution to this growth by 

posting a 42% increase in revenue.  

 

A decline in prices of raw materials was one reason for the growth in fourth quarter 

earnings.  

 

In the automotive coatings business, as the automobile market remained challenging, 

performance in China was about the same as one year earlier. However, as we 

announced on January 24, we posted impairment losses for automotive coatings 

operations in Europe and India. 

 

On a tanshin basis, DuluxGroup and Betek Boya, which we acquired in 2019, 

contributed to our performance. Fourth quarter revenue of the two companies was 41.7 

billion yen and operating profit was 4.6 billion yen. These numbers are the sum of 
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revenue and operating profit of the two companies. After a 0.5 billion yen amortization 

resulting from purchase price allocation adjustment, the two companies contributed 4.1 

billion yen to the fourth quarter consolidated operating profit.  

 

We are not announcing a FY2020 forecast because the novel coronavirus outbreak 

makes it impossible to determine a reliable forecast at this time. 

 

As you see here, there are currently no novel coronavirus infections within our group 

and the safety of our people is our highest priority concerning the resumption of 

operations at factories affected by this problem. Based on the latest information, most 

factories started to resume operations on February 10. I will provide more information 

about this subject later. 

 

We established a Novel Coronavirus Emergency Headquarters on January 28 and are 

monitoring this crisis closely in accordance with our business continuity plan. This 

headquarters held another meeting today.  

 

Our view is that while the impact on China, including the supply chain, is limited, we 

expect to see some impact on China's domestic market. 

However, based on the fact that the infection is still spreading, we believe that our 

business performance could fluctuate significantly due to factors beyond our control, 

such as the timing of the subsidence. Of course, we are examining various scenarios, 

but we have decided that it would be very difficult to disclose our business performance 

forecasts using a single figure at this point, and we have decided not to disclose them. 

 

We plan to announce a forecast promptly once the situation returns to normal or we 

reach the point where we can foresee when the business climate will return to normal. 

We will announce this information in accordance with the Tokyo Stock Exchange 

guidelines for the disclosure of forecasts. 
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This page shows our earning results for FY2019 fourth quarter. 

 

On a non-GAAP basis, fourth quarter revenue increased 5.4 billion yen, or 3.5%, year 

on year to 158.5 billion yen. Operating profit increased 1.3 billion yen, or 7%, to 19.2 

billion yen.  

 

On a tanshin basis, which includes DuluxGroup and Betek Boya, revenue increased 

28.5% and, due to impairment losses, operating profit was down 41.3%. 
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This page shows regional revenue and earnings on a tanshin and non-GAAP basis. 

 

Generally speaking, lower revenue and earnings in Japan was offset by the strong 

performance in Asia in the fourth quarter. There are no non-GAAP numbers for 

Oceania, which is the DuluxGroup, because it is a new segment.  

 

On a tanshin basis, DuluxGroup had revenue of 34.4 billion yen and operating profit of 

3 billion yen. Betek Boya is included in Others and only tanshin financial information is 

available. Therefore, the fourth quarter performance of Betek Boya is the difference 

between tanshin and non-GAAP figures for Others. 
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On this page, we are using this format for the first time to show our performance.  

 

The market benchmark shows whether we have outperformed (increased market 

share), inline (maintained market share), or underperformed (lost market share). Rather 

than simply being positive or negative, it is also positive or negative compared to the 

market. 

Note that the colors chosen for business climates and the arrows for market share 

changes are both based on our own views and estimates. Furthermore, because these 

are only estimates, this information is not intended to encompass every region and 

business segment. As a result, this chart includes only the automotive coatings and 

decorative paints businesses and four regions: Japan, Asia (China), Oceania and the 

Americas.  

 

Although the global automobile market is generally challenging, small indications of a 

recovery are starting to appear in China. In the decorative paints business, we are 

outperforming the market despite the lack of growth in China’s DIY segment. In the 

project segment, there was strong growth in revenue and earnings and we raised our 

market share too.  
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This page shows the changes in our fourth quarter operating profit on a tanshin and 

non-GAAP basis.  

 

As you can see, fourth quarter non-GAAP operating income increased by 1.3 billion yen 

from 17.9 billion yen in FY2018 to 19.2 billion yen in FY2019.  

 

On a tanshin basis, fourth quarter operating profit decreased to 11.6 billion yen 

because of the adjustments shown in this diagram. The addition of 4.2 billion yen is 

mainly for the recently acquired companies and the deduction of 11.8 billion yen is 

mainly for impairment losses. 

 

More information about operating profit is on pages 32 and 33. 
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The tables on pages 32 and 33 show the fourth quarter adjustments in the business 

segments of each region. The total net adjustment is negative 7.6 billion yen, which is 

on the far right of the last line on page 33. This is the difference between the 4.2 billion 

yen addition and 11.8 billion yen deduction that I discussed earlier. 

 

For the non-GAAP basis, we deduct subsidies and others of 0.1 billion yen, 4.1 billion 

yen for new acquisitions, 11.3 billion yen for impairment losses, and 0.2 billion yen for 

foreign exchange rate changes.  

The total net adjustment in the fourth quarter of FY2018 was an addition of 1.8 billion 

yen, which was for a subsidy received in Asia.  
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The tables on pages 34 and 35 show the FY2019 full year adjustments.  

 

As you can see on page 35, the total positive adjustment is 12.9 billion yen. There are 

additions of 8 billion yen for new acquisitions and 4.8 billion yen for subsidies and 

insurance. The 4.8 billion yen consists of a 2.8 billion yen subsidy in China and an 

insurance payment of 2 billion yen received in the automobile coatings business.  

Negative adjustments are 15.6 billion yen, the sum of an impairment loss of 11.3 billion 

yen, M&A expenses of 2.2 billion yen and 2.1 billion yen for foreign exchange rate 

movements. These positive and negative adjustments match the FY2019 adjustments 

on the right side of page 22.  

 

We have disclosed these numbers in as much as detail as possible. This completes my 

explanation of the adjustments.  

 

The section starting on page 11 presents information about the performance of Japan, 

NIPSEA China, Asia other than NIPSEA China, and other segments. I will discuss this 

performance by focusing on the NIPSEA China information on page 12. 
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As I said earlier, NIPSEA China posted fourth quarter decorative paints revenue growth 

of 5% in the DIY segment and 42% in the project segment year on year. DIY revenue 

increased even though we believe this market in China is flat. This is why we decided 

on green with an upward arrow for DIY on page 9. 
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Oceania includes the recently acquired DuluxGroup, which is excluded from the non-

GAAP data.  

On the tanshin basis, fourth quarter revenue was 34.4 billion yen and operating profit 

was 3 billion yen. After excluding the purchase price allocation deduction, the operating 

margin was 9.7%.  

 

I will now move on to page 18 because I will take questions about the other regions 

later.  
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I would like to explain the outlook for 2020. 

As I have already explained, we have not disclosed a forecast for FY2020. 

 

Regarding factories in China, we are considering a resumption of operations while 

cooperating with government authorities. The safety of employees will be our utmost 

priority concerning this decision.  

As of February 10, all of our more than 50 factories in China except three factories were 

slowly restarting operations.  

Two of the three plants that have not yet resumed operation are in Hubei Province, and 

there is no prospect of resumption at this point in time in accordance with government 

policy. The third factory is in the municipality of Tianjin. We are working on the timing to 

restart this factory while cooperating with government authorities.  

All other factories have resumed operations with the permission of their local 

governments. These locations are currently operating at about 30% to 40% of capacity.  

 

We do not expect to achieve 100% of capacity soon because of the difficulty of the 

movement of people at the factories with large numbers of employees from other 

regions in China. Furthermore, the output of these factories also depends on the level 

of production at the customers. We plan to increase output in China while closely 

monitoring changes in the production activities of our customers.  
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What I can tell you now is that almost all of our factories in China are already starting to 

resume operations.  

 

Raw material procurement is the third subject of this page.  

 

Right now, the novel coronavirus outbreak is having only a small impact on the supply 

of raw materials in China. There may be delays for some imported raw materials. 

However, these are all materials where we believe we can use alternative suppliers.  

There are no bottlenecks in our manufacturing activities caused by the inability to 

procure critical materials. 

 

In addition, there are currently no problems concerning the procurement of raw 

materials in Southeast Asia and Japan.  

We are monitoring the situation every day due to the possibility of a change resulting 

from the further spread of the outbreak. There could be negative effects on logistics, 

our inventories and our customers’ demand for our products. 

 

Nippon Paint Holdings Group has a workforce of about 9,000 in China. We are 

monitoring the health of everyone on a daily basis. As of now, there have been no novel 

coronavirus infections.  

As factories restart operations, we are asking production workers to return to factories 

to the possible extent. We are asking office workers and others who can do their jobs 

from home to work from home as much as possible rather than coming to work.  
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My next subject is how the novel coronavirus will affect our sales and earnings. 

 

We believe that the timing of the abatement of infection is strongly correlated with 

performance.  We believe that a negative impact on performance in the first quarter of 

FY2020 is unavoidable. But we think a recovery in our performance is quite possible 

once this outbreak is under control.  

At this time, it is impossible to determine if this crisis will end in April, May or even later.  

We are working on business continuity plans for various contingencies. The effect of 

this crisis on our revenue and earnings will change depending on upcoming events.  

 

In the China decorative paints business, we expect a relatively large negative impact in 

the DIY segment, which consists of retail sales. This is partly due to people being 

hesitant to allow others into their homes for repainting work due to the risk of an 

infection. As a result, demand for paint used for residential repainting is currently weak.  

On the other hand, we believe that the Project will be able to recover its delays. A large 

number of construction project managers and construction companies have told us that 

work restarted on February 10.  

 

We are having mixed results concerning activities involving logistics and people. In 

general, we are making rapid progress in China toward returning operations to normal. 
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For automotive coatings and industrial coatings, we are closely monitoring our 

relationships with customers. As was reported in the media, Japanese automakers plan 

to restart production in China on February 17. We are making preparations to resume 

full-scale operations as well in order to meet the requirements of these automakers.  

We have heard that most Chinese automakers restarted production on February 10. 

Rather than restarting our factories vertically, our plan is to step up production as 

employees gradually return. 

 

At the time of resumption, I am confident of our group’s strong capability to restart 

quickly, and the Chinese teams are working very hard with the intention of actively 

recovering after the recovery. 

 

Financial strength is of critical importance during an emergency in order to maintain 

sufficient liquidity. The NIPSEA Group has sufficient financial resources and, if 

necessary, this group can receive support from Nippon Paint Holdings Group.  

 

To summarize these points, we believe the novel coronavirus outbreak will definitely 

impact our first quarter performance and effects on subsequent quarters will depend on 

when this crisis is brought under control.  

Real demand for our products will not disappear. However, there is a risk of delays in 

sales and negative effects on our overall performance. We are confident that we can 

use the strengths of Nippon Paint Holdings Group to maintain a framework that can 

satisfy our customers’ operations and avoid problems. 

 

I would like to end today’s presentation with a discussion of other assumptions 

concerning our FY2020 business plan. 

 

We are making substantial investments in Japan as one way to aim for sustained 

growth. Due to these investments, we expect to post expenses in FY2020 that are 

needed to establish a sound base for this growth. 

 

For automobiles, we have a cautious outlook for Japan and the automobile market 

worldwide. This forces us to establish somewhat cautious assumptions about this 

business sector.  

 

For prices of raw materials, we foresee no change from last year at this time. The cost 

of naphtha and other materials have declined significantly. A crisis may be a good 

opportunity to buy raw materials while maintaining the proper balance with inventories. 

At the very least, we do not think the cost of raw materials will be higher than in 2019. 

 

We are announcing FY2020 revenue and operating profit plans for DuluxGroup and 

Betek Boya because the novel coronavirus outbreak should have a relatively small 

impact on these two companies.  
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For DuluxGroup, the plan is revenue of 143 billion yen and operating profit of 17 billion 

yen, before the purchase price allocation deduction. For Betek Boya, the plan is 

revenue of 34 billion yen and operating profit of 3.1 billion yen, before the purchase 

price allocation deduction. 

 

I will not go through the section starting on page 21 because of cumulative fiscal year 

figures. 

 

We plan to hold an investor briefing at 15:30 on Friday February 21 where president 

and CEO Masaaki Tanaka will speak. I hope that you will also join us.  

 

Thank you again for taking the time to participate in today’s conference.  

 


