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Our 3rd quarter net sales were 1 trillion 341.8 billion yen, down 19% from the same
period of the previous year.
The profit was largely affected by the loss in the 1st half of this fiscal year and the
company reported an operating loss of 23.2 billion yen, an ordinary loss of 22.2 billion
yen, and a quarterly net loss of 213.3 billion yen. However, if you look at the 3rd quarter
results alone, all items resulted in a profit, as shown in the textbox in red.
Next, I will explain our retail sales volume.
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Our global sales volume was 673,000 units, down by 15% from the same period of the previous
year.
In Japan, although we have not been able to recover the significant decrease caused by the fuel
economy testing issue in the first half of the fiscal year, sales volume in the 3rd quarter alone
showed slightly favorable results with an increase of 1,000 units on a year‐on‐year basis.
In North America, while the sales of the Outlander continued to be strong, the sales of the
Mirage were sluggish. Regional sales volume therefore remained at the level of the same period
of the previous year.
Regional sales volume in Europe was below the level of the same period of the previous year due
to sluggish sales in Russia amid an economic slump and the substantially reduced sales volume
of the Outlander PHEV in the Netherlands as a reaction to the strong demand driven by tax
incentives up to the end of 2015.
In ASEAN, sales volume dropped due to the decrease in Thailand as a reaction to strong sales
driven by the launch of the new “Pajero Sport” model, combined with the last‐minute rise in
demand for tax privilege purposes last year. In North Asia, the strong sales in China of the
“Outlander” whose local production had begun contributed to the gradual recovery of the
market.
In the other regions, sales volume decreased in the Middle East and Latin America due to the
continuing impact of low commodity prices.
As you have seen, although our global sales volume was lower than the same period of the
previous year, sales volume in all regions has remained at the planned level.
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The largest factor affecting the 9‐month year‐to‐date operating income is, as you can see
here, the negative impact of a strong yen which amounted to 60.1 billion yen. The other
factors generally tend to be the same as those up to the end of the 1st half of the fiscal
year.
I am therefore going to focus on the factors affecting the changes in the 3rd quarter
results alone.
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In the volume and model mix, operating income decreased by 15.1 billion yen. The
regional breakdown is shown in the table at the upper‐left of the slide. This decrease is
largely impacted by a reaction to the rise in demand for the new “Pajero Sport” model in
Thailand, as well as by the sales volume decline resulting from the sluggish demand in
the Middles East and Latin America.
In relation to sales expenses, operating profit decreased by 6.4 billion yen due partly to
the increased incentives in Japan.
Despite these decreases, the cost reduction efforts resulted in the recovery of 5.9 billion
yen and, together with the recall cost lower than the same period of the previous fiscal
year, we reported an operating income of 34.6 billion yen before foreign exchange
adjustments.
As for the exchange rates, although the current exchange rates have tended to favor a
weaker yen than estimated in the October announcement, the trend was still a strong
yen compared to the same period of the previous year. The resulting exchange rate
impact was 26.2 billion yen in total, but we were able to report an operating income of
8.4 billion yen in the 3rd quarter alone. As I have presented, we were able to return to a
profit on a quarterly basis and, in the 3rd quarter alone, exceeded the operating income
of 4 billion yen as previously forecasted for the second half of the fiscal year.
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An overview of the balance sheet is as shown here.
With the issuance of new shares to Nissan Motor through a third‐party allotment on
October 20 our cash and deposits once increased by approximately 200 billion yen.
If the investments and other payments related to the fuel economy testing issue are
made as planned, the amount of cash and deposits will result in around 500 billion yen
as of the end of this fiscal year.
We will continue to make active use of cash on hand to effectively invest in growth areas
while maintaining the sound financial position so as to increase our enterprise value.
We have been processing payments for compensating our customers and suppliers in
relation to the fuel economy testing issue one by one.
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First, we’d like to once again express our deepest apologies to all of our customers and
other people affected for the great inconvenience caused by the improper fuel economy
testing issue since last year.
23, or 75%, of the 31 preventive measures in total have been implemented, as shown in
the blue section of the slide. Preventive measures have also been developed for the
remaining 8 measures shown in orange on the slide. We plan to complete all of the
measures by April 2017.
We will continue to report the status to the Ministry of Land, Infrastructure, Transport
and Tourism on a quarterly basis.
Next, I am going to explain the “reorganization of the Development group” as one of the
preventive measures implemented.
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In order to facilitate communication within the Development organization, we reduced the
management layers from 4 to 2 to have a flat structure in place.
We also have revised the conventional system under which all of the responsibilities and
powers had been centralized under a single person called Product Executive, or PX. who is
responsible for promoting a project, and split his responsibilities and powers to three
persons called Program Director or PD, Chief Vehicle Engineer or CVE and Chief Product
Specialist or CPS. The purpose of this change is to ensure that a sound check‐and‐balance
mechanism works among these people in the form of a “division of powers” and to reduce
the burden on the project promoter.
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I have so far explained the 3rd quarter results. Next, I am going to explain the business
forecast for the full fiscal year.
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Today, we have released an upward revision to the forecast for the full fiscal year 2016,
as you can see here.
We expect net sales to increase 50 billion yen from the previous announcement to 1
trillion and 890 billion yen. We also expect operating profit to improve 28.6 billion yen
and turn into a profit of 1 billion yen. With these improvements, we will be able to
report an operating profit for the full fiscal year for 11 consecutive years from the start
of the Revitalization Plan in 2004.
Ordinary profit improved by 29.7 billion yen to report a profit of 1.5 billion yen.
Together with the partial adjustment to the fuel economy‐related loss reserves, the
amount of loss is expected to be reduced by 37.6 billion yen to report a net loss of 202.0
billion yen in this quarter.
At the last financial results presentation, we said we will make every effort to report an
operating profit of 4 billion yen in the 2nd half of the fiscal year. We have subsequently
made additional efforts to improve profitability and, now expect the profit to increase
up to 32.6 billion yen.
Let me explain the factors causing this revision.
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This slide explains the factors causing changes in the operating profit forecast for the 2nd
half of the fiscal year in the October announcement.
One of the factors causing the 28.6 billion yen increase in operating profit is the
increased income of 11.7 billion yen due to the weaker yen than expected.
However, the profit improvement resulting from other “company efforts” was 16.9
billion yen, which accounts for 60% of the increase.
On the next page, I am going to explain a little bit about the non‐foreign exchange
factors contributing to profit improvements.
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Since the start of the alliance with Nissan Motor, we have taken further steps to
implement business management initiatives with focus on profitability and worked to
increase profitability through enhanced operating efficiency.
Specifically, we:
[1] Changed the markets based on exchange rate movements by giving priority to
profitability;
[2] Implemented strict control of advertisements, and incentives and other sales
measures; and
[3] Implemented purchasing measures benchmarking Nissan
By taking these profitability‐based initiatives, the improvements in earnings have begun
to materialize.
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As you can see, the operating margin has been on the recovery trend.
The operating margin, which was around 6% in the last fiscal year, fell to as low as
negative 3.7%, as affected by the suspension of production and sales due to the
improper fuel economy testing issue and the increased recall cost in the first half of this
fiscal year.
Since the beginning of the second half of the fiscal year, we have worked to improve the
operating efficiency, as I have just explained, and now expect the operating margin to
recover from the previously forecasted 0.4% to 3.2%. We are determined to use our
best efforts to make sure that this business recovery trend continues to the next fiscal
year to realize the v‐shaped recovery scenario.
Now, I am going to show you some specific measures and cases we have been working
on since the start of the second half of the fiscal year.
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Following the move to the new management structure, we have strengthened our
business management.
As shown in the chart on the left side, we have established a PDCA cycle in which four
functional chief officers, or 4Cs, act as core members to ensure monthly P/L control
under the leadership of Trevor Mann, COO.
What we see as important in making the PDCA cycle work are the three points shown in
the right table. These are: [1] verifying performances together with the analysis of
differences and their causes; [2] planning countermeasures to meet the targets not
achieved and [3] understanding future opportunities and risks. By following up these
three points, we have been able to make the mechanism to enable us to “fully achieve
the plan” function and shared by our people within the company.
We will continue to increase transparency of P/L figures, carry out strict controls, and
increase awareness of people at the working level about the need for making and
implementing feasible commitments in order to transform us into a profitable
organization.
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Since the move to the new management structure, we have had more opportunities for
senior management to communicate their messages to employees directly. We have
been holding a town hall meeting four times already since October and plan to brief
them on today’s financial results presentation.
As you can see from the picture on the slide, town hall meetings are attended by a
number of employees. Many of those who attended these meetings say “I now
understand what is going on within the company better than before.” We will continue
to implement this initiative.
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Let me explain the internal reform.
Under the leadership of Mr. Yamashita, EVP, the Product, Development and Quality
Groups reporting to him have been conducting the activities to resolve issues since July
last year.
We have formed 37 cross‐functional task teams, each of which consists of ten or less
members. These teams engage in the activities in which they identify issues on their
own and propose and implement solutions. People holding department head or higher
positions all participate in these activities and we will extend the membership to mid‐
level and junior staff members. We will also expand the activities to involve other
departments and define these as broad, company‐wide activities to resolve issues.
We will also work to increase employee awareness, which is essential for drastic
structural reform, and build an open company environment in which each employee can
comfortably work.
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I am going to explain the Work Style Innovation.
To enable employees to achieve a better work‐life balance, and to enable the company
to shorten the total working hours, we will try to build a working environment in which
employees can work comfortably.
To help each employee maximize their ability, we will take the initiatives shown here.
We have implemented the No Overtime Day initiative. We will revise the initiative to
allow each department to flexibly set a specific day and call for reducing overtime work.
We also support the “Premium Friday” initiative of the Ministry of Economy, Trade and
Industry, and will implement it going forward.
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I am going to explain the alliance with Nissan Motor.
As I have explained, we are considering ways to create broader and deeper synergy gains
in such areas as development, production, procurement, logistics and finance and have
been making steady progress.
We are planning to hold a presentation meeting to give a complete picture of the
alliance as soon as it is ready for publication.
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