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FY2021 3Q Financial Results Conference Call Presentation Summary 

November 12, 2021 

 

 

 

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

Thank you very much for taking the time today to participate in our conference call 

regarding financial results for the 3Q of FY2021. 
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I would like to begin by summarizing the financial results for the 3Q of FY2021. 

 

Revenue increased and operating profit declined in the 3Q both on a Tanshin and Non-

GAAP basis. Our operating environment has not changed much from when we announced 

a revision of the consolidated earnings forecast in October. Our decorative revenue 

increased in China and other regions. On the other hand, our operating profit was 

impacted by the high cost of raw materials in all regions, and actions we have taken such 

as selling price increases have not fully offset this impact. 

 

The Tanshin and Non-GAAP difference is mainly attributable to the new consolidation and 

exchange rate changes. 

 

Please note that the Tanshin earnings include a provision of around 2.7 billion yen—an 

amount slightly smaller than assumed in October— that was recorded in the Chinese 

business, while the Non-GAAP earnings exclude this provision. 
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Please see the next page for the accounting treatment for the transfer of the European 

and India businesses. 
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Following the transfer of the European and Indian businesses we announced on August 

10, 2021, we have categorized those businesses as discontinued operations in accordance 

with IFRS. As a result, the earnings of the discontinued operations from the 1Q of 2020 to 

the 2Q of 2021 have been adjusted retrospectively. The important point is that the 

bottom line has not changed but revenue and operating profit have been adjusted to 

exclude the discontinued operations. 

 

The table on the bottom of page 4 shows the summary of 7 months of the earnings of the 

three businesses in 2021. These businesses collectively recorded an operating loss. As a 

result, excluding the earnings of these businesses reduced consolidated revenue but 

increased consolidated operating profit. One-off factors in operating profit include a gain 

on sale of shares. The businesses classified as discontinued operations collectively 

recorded an operating loss even after the one-off factors. Discontinued operations 

recorded a net profit of 1.0 bn yen that includes foreign exchange gains as non-operating 

income.  
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The table in the middle of this page shows the retroactive adjustments to the 2020 

earnings. Nippon Paint (India) Private Limited (NPI), our decorative paints business in 

India, was not included in consolidated revenue and operating profit in 2020 because it 

was a 50:50 joint venture at that time. The amounts retrospectively adjusted in 2020 are 

the total of the earnings from the automotive coatings businesses in Europe and India. 

Please note again that there is no change to net profit because both earnings from 

continuing and discontinued operations are included in the consolidated earnings. 

 

The update of the consolidated earnings guidance was announced on the same day in 

August as the announcement of this transaction. In addition, we had not completed the 

check of figures when we announced the revision of the consolidated earnings forecast in 

October. As a result, our consolidated earnings included 7 months of earnings from the 

discontinued operations. We have decided that the impact of the classification of 

discontinued operations on our consolidated earnings is insignificant. Taking into account 

other factors as well, we did not update the guidance this time from the one released in 

October. 
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We are dealing with raw material availability issues such as higher prices of raw materials 

due to rising crude oil prices and tightening of the supply and demand balance caused by 

supply chain disruptions by taking actions such as increasing selling prices and reducing 

costs. However, we have not been able to fully offset the impact. Our urgent short-term 

goal is to offset and more than offset the impact as soon as possible. 
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Major topics after the announcement of financial results for the 2Q of FY2021 are provided 

starting on page 6. 

 

There are significant changes from last year’s integrated report in terms of content, 

design, quality and volume, but it still has much room for improvement. I appreciate your 

taking a moment to review this report, and welcome your feedback and suggestions for 

improvements. 

 

We announced our decision to support the Task Force on Climate-Related Financial 

Disclosures (TCFD) at the end of September.  
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We held a conference call the other day to explain the acquisition of Cromology, so I will 

leave questions regarding this transaction to the Q&A session. For your information, the 

signing and closing procedures are proceeding as planned. 
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DP JUB is a long established company with an extensive footprint in the former Yugoslavia 

countries and a high market share. JUB has a highly capable management team and 

these managers have given their full approval to joining the Nippon Paint Group. 

 

The acquisition price is around 14 times the FY2021 EBITDA of JUB. The closing is 

scheduled for the 1H of 2022 subject to the approval of regulatory authorities. We do not 

see any obstacles to receiving approval. 

 

This transaction was led by the DuluxGroup team, which was also the acquisition entity. 

As with the acquisition of Cromology, we will support the acceleration of JUB’s 

autonomous growth by fully leveraging its existing brands, market presence, and 

management. Cromology will also benefit from its access to the large operating platform 

of the Nippon Paint Group. 

 

JUB is located closer to Betek Boya in Turkey than Cromology. This is why the 

management team of Betek Boya was involved with the consideration of this acquisition. 
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We hope that the two companies will work together to generate synergies after the 

acquisition is completed. This is something DuluxGroup and Betek Boya, the two partner 

companies that joined the Nippon Paint Group in 2019, could not have done by 

themselves but were able to accomplish by leveraging the Nippon Paint Group’s 

resources. We expect that the acquisition of JUB will further accelerate the growth of the 

Nippon Paint Group. 

 

The acquisitions of Cromology and JUB need not to be taken together to evaluate 

synergies of acquisition. Each company can fully contribute on its own to MSV in the 

Nippon Paint Group through EPS accretion. It was only a coincidence that the two 

acquisitions were announced so close together. We will continue to consider acquisitions 

like these in any region where we see great opportunities. 

 

After we announced these acquisitions, credit rating agencies announced that they would 

retain NPHD’s A rating. As we have already announced, we do not plan to use equity 

financing for these acquisitions. 
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Page 9 explains the realignment of the Chinese automotive coatings business. 

 

In China, auto body paint was supplied by the NIPSEA Group and paint for automotive 

plastic parts and components was supplied by Chinese subsidiaries of Nippon Bee 

Chemical (NBC). In addition, the NIPSEA Group was our 51:49 joint venture with the 

Wuthelam Group (the Nippon Paint Group holding a 51% stake and the Wuthelam Group 

49%) and NBC’s Chinese subsidiaries were our 60:40 joint ventures with the Tong Yang 

Group (TYG) in Taiwan (the Nippon Paint Group holding a 60% stake and the TYG 40%). 

Following the completion of the acquisition of 100% of the Asian JVs in January 2021, we 

reached an agreement with the TYG to dissolve the joint venture agreement in order to 

integrate the Chinese operations to improve efficiency. There will be no change to our 

Taiwanese joint venture with the TYG, and we will maintain a sound relationship with this 

group.  
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I will briefly explain the final topic, our organizational structure beginning in January 2022, 

which we announced on October 28. 

 

We announced in September that we started considering the establishment of Nippon 

Paint Corporate Solutions (NPCS). We have subsequently announced the approval of a 

resolution for a company split on January 1, 2022 and the accompanying new 

organizational structure. The transaction has two key objectives. 

 

The first is to separate the functions performed by NPHD into functions related to the 

Nippon Paint Group’s businesses in Japan, functions related to global group operations, 

and functions as a publicly listed company. The objective is to clarify the accountability for 

the profitability of each business and prevent the expansion of our bureaucratic 

organization, while improving efficiency and the specialization of functional departments. 

 

The second objective is to minimize the functions performed by NPHD and give autonomy 

to partner companies to make management decisions on their own as much as possible. 
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The goal is to fully utilize the capabilities of our outstanding partner companies rather 

than using a centralized approach by overseeing our global group operations from the 

headquarters in Japan. We will clarify our policy for minimizing the involvement of 

headquarters in management decisions based on the recognition that the Nippon Paint 

Group is a group of companies with outstanding capabilities.  

 

These initiatives reflect our commitment to thoroughly eliminating waste and bureaucratic 

thinking that are often seen at large companies and pursuing Lean For Growth with the 

goal of achieving MSV. 

 

This concludes the summary of our results for the 3Q of FY2021. 

 

 


