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November 27, 2024

Progress in Medium- to Long-term Strategy

Eiichi Katayama, President
Heating & Ventilation A/C Company

Notes: 1. This is an English translation from the original presentation in Japanese.

2. In this presentation, “Fiscal 2025” or “FY3/25” refers to the year ending March 31, 2025.
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Business Overview

Variable refrigerant 
flow systems

(VRF)

Absorption chiller 
systems
(ABS)

Gas heat pump air 
conditioners

(GHP)

A mixture of businesses areas with high competition (major players) and with less competition

Packaged air conditioners 
for offices and stores

(PAC)

Residential air 
conditioners

(RAC)

Residential air 
conditioners (RAC) Commercial air conditioners (CAC)

Devices Environmental Systems & Engineering 

Water treatment 
systems

Air purifiers Energy recovery 
ventilators

Ventilation 
fans

Range 
hoods

ziaino

Indoor air quality systems (IAQ)

Eco Cute
(heat pump 

water heaters)

Heat-pump hot-water 
supply and space 
heating equipment

（A2W）

A2W

Natural coolants
(R290, CO2)
Compressors

Divided 
core motors

Small rotary 
devices

Tunnel ventilation 
and purification 

systems

High competition areas: Approx. 70%

Less competition areas: Approx. 30%

I. Progress review for the current medium-term plan
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KGI Review
We have achieved top-line growth, but profitability has decreased 

(profit margin is 4% points short vs. original plan and vs. pre-establishment of HVAC)

FY3/16 – FY3/22 FY3/23 – FY3/25

Average sales 
growth rate: 

Less than 2%

Sales
on the order of
800 billion yen

Average sales 
growth rate: 

Less than 9%

Average operating profit ratio: 
6%

Average operating profit ratio: 
2%

Comparison of KGIs before and after establishment of HVAC
Comparison of the originally planned levels and the current 

levels under the current medium-term plan

7,610
8,139

8,870

10,000

216

(2.8%) 147

(1.8%)

170

(1.9%)

555

(5.6%)

212

(2.8%)

375

(4.6%)

510

(5.8%)

835

(8.4%)

(In 100 million yen)

Sales
on the order of 
600 billion yen

Low growth with stable profit High growth with low profit

I. Progress review for the current medium-term plan

Sales
Adjusted operating 
profit

Forecast (Original plan)FY3/23 FY3/24 FY3/25 FY3/25
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Our Current Position (as of FY3/25)
Outlook: sluggish short-term performance due to A2W business slowdown

Forecast of adjusted operating profit in FY3/25
A decrease of four percentage points in adjusted operating profit 

(from the previous level)

I. Progress review for the current medium-term plan

➢ Increased A2W investment in Europe
➢ Increased integrated air quality and conditioning product costs in the 

IAQ business, etc.
➢ Failure to realize top-line increases commensurate with the strategic 

investments
➢ Advanced investment due to “return to Japan” for production

Increases in other fixed 
expenses

Increases in depreciation 
expenses

FY3/25 1H
adjusted operating profit

FY3/25 2H
adjusted operating profit

(100 million yen)(Ratio to sales)

Europe

Less-
competition
business

Asia etc.

Improvement of the 
marginal profit ratio

121

➢ The low profit in the 1st half is attributable to a low production rate due to 
A2W inventory adjustment and the currency exchange rates.

➢ Increased sales of low-profit products and advanced investment due the to 
“return to Japan” for production

➢ In the 2nd half, the end of inventory adjustment in Europe is in sight, and 
we may be able to expect production boosts driven by sales increases.

➢ In addition, profit increases are expected, especially from products with 
less competition.

49

2％ 2％

4％

Sales

4,735
（YoY 112％）

Sales

4,165
（YoY 106%)
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Issues to Overcome for Profitability Improvement

Strong topline growth and effective allocation are the key

Issues identified through comparison with competitors (top-line) Issues with our asset allocation (fixed costs)

Asia 

etc.

JapanDevelopment 

resources

Japan

Asia

Europe

China

Market size

Japan

Asia

Europe

China and 

Northeast Asia

The industry's market size by region

Our sales by region
Our dependence on 

development resources

➢ The business portfolio is not in line with the asset allocation.

I. Progress review for the current medium-term plan
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O
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)

Growth rate (FY3/22 to FY3/25; CAGR)

FY3/25 forecast (based on our estimates)

HVAC

Competitor B

* Size of the circle: Size of the sales Competitor A

* Based on our estimates

Sales
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Organization Structure for Implementing the Competition Strategies

Focusing on each region was a correct direction, but we were unable to implement due to lack of capabilities

Main points of the business operation system reform 

(excerpts from IR materials of June 2023)
Issues with the current business operation system

Existence of businesses that do not align with region-based management

Deviation of the concept of account solutions from actual practices

Conflict between region-based and global management

Integrated products have yielded some results, but the real strength 

of the existing businesses have declined.

Optimize the business axis globally, considering our core strength.

I. Progress review for the current medium-term plan

1 Increase the speed of decision-making and accelerate business 
growth through region-based management.

Establish the HVAC Business Division Europe with development, 
manufacturing, and sales capabilities.

2 Promote and expand account solutions on a global basis.

Establish the Solutions and Engineering Business Division to centrally manage 
customer contacts.

3 Create new air/water value by integrating air quality and air 
conditioning products.

Reorganize the business axes and establish the Water System Solutions 
Business Unit.

4 Increase operational efficiency by strengthening our 
development and manufacturing capabilities.

Establish divisions for global platform development and manufacturing 
innovation.

5 Increase our competitive strengths through device business 
integration.
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Key Strategies in the Next Medium-term Plan

II. Direction of the next medium-term plan

Differentiation strategy Global strategy Customer strategy

Strengthening of our 

competitive businesses

× ×
Engineering and device 

businesses

Capturing the growth 

market

A2W business and 

IAQ business

Planting the seeds of 

killer content

Fixed cost performance

True globalization of 

development, production, 

and sales operations

Building up businesses with 

less competition

RAC business and 

CAC business

Clearly define the position of our business strategies and implement them with our position in the industry in mind.
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A2W Business

II. Direction of the next medium-term plan

Assumptions for the outlook of the A2W market size

(In 10,000 units)

'21 '24 '27 '30

300 (CAGR: 13%)

Outlook

(Calendar year)

96 138

'22

600 (CAGR: 22%)

➢ Increased demand in FY3/23 due to high gas prices and government 
subsidies

➢ Inventory adjustment nearly concludes in the 1st half of FY3/25. 
Afterward, slow recovery is expected.

➢ The HP ratio continues to rise until FY3/31, when boilers will be 
banned.

Collaboration with other companies (Design & Digital)

Natural refrigerants

Our competitive technologies

・ First Japanese-affiliated company to release a model using 

natural refrigerant R290 (May 2023)

・ T-CAP, indoor A/C control

・ Commercial-use A2W

Profit outlook for the A2W business

・ Control technology and indoor terminals in collaboration 
with INNOVA

・ Optimum control of indoor units in collaboration with tado°

Create demand as soon as possible to expedite profitability recovery with greater probability.

➢ The “power game” situation in FY3/23 has now dissipated; we have 
entered the era where the supply quality matters.

➢ Accelerate sales expansion in areas where we are perceived to be 
strong.

➢ Businesses that can sustain the same profit structure and achieve 
double-digit profit rates in the medium-to-long term

◼ Outlook of the European A2W market
◼Three differentiating pillars of our A2W strategy

Originally 

planned level
Current outlook



Panasonic Corporation       8/14

IAQ (+ Water) Business

II. Direction of the next medium-term plan

IAQ market and our position

Long-term vision of the IAQ business

Re-establish global presence as the core business in the differentiation strategy.

Differentiation strategy drivers

Panasonic

Global

FY3/24 FY3/28

◼ Global market growth rate 
(ventilation fans)

Industry's CAGR +3.1%
➢ Increase housing-related accounts by differentiation with energy efficiency 

and comprehensive humidity control capabilities

➢ Increase channels, release a series of new products, and create a new market 
for integrated air quality and air conditioning products.

Japan

North America

Asia

Largest share in the Japan/China/U.S. 
combined market

◼ Largest share in the global 
ventilation fan market

➢ Expand the water business by offering packages of pumps, water purification 
equipment, showers, and more.

Our CAGR

+4.4%

Identify the needs in all major areas to achieve both high profit and high growth.

Regional strategies to prioritize in the next medium term

Leverage our strong sales channels and technological differentiators to 
restore the business to its high-profit status from the past.

Panasonic

Competitor 

A

Competitor

B

Competitor 

C

Competitor 

D

Competitor

E

Competitor 

F Competitor 

G

Humidity Cleanliness and inhibition of bacteria and viruses

Centrifugal crushing 
humidification

Maintenance labor saving

Salt-free water softening

Entire space purification

Active air purification

Temperature

Airflow

Deodorization

Fragrance

* Based on our 

estimates

➢ Joint promotion with energy-efficient and “healthy” house development projects  
(Integrated air quality and air conditioning systems)

China
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RAC Business and CAC Business

II. Direction of the next medium-term plan

RAC and CAC markets, and our position

Long-term vision of the RAC and CAC businesses

Connect the world through development, manufacturing, and sales operations to achieve appropriate profit 
contributions as fundamental businesses.

Competition strategy drivers

FY3/24 FY3/28

◼ Growth rates of RAC and CAC 
focus markets

Industry's CAGR +2.7%
➢ Localize the ease of installation, quality, channel capabilities, etc., 

based on energy efficiency.

➢ Release products that conform to market characteristics and 
expand service networks.

Asia

Europe

Japan

◼ Share in focus areas by product

Regional strategies to prioritize in the next medium term

Persistently pursue technological advantages and secure a high profit 
rate through a local fit approach.

Our 

CAGR

+6.3%

CAC (EHP)RAC

Asia,
Europe 

and other 
key areas

Asia,
Europe 

and other 
specified 

areas

Panasonic

CAC (GHP) CAC (ABS)

Japan Japan

Panasonic

Panasonic
Panasonic ➢ Strengthen equipment channels, enhance IoT capabilities, and 

concentrate sales resources in strategic areas.

◼ Measures to improve the 
profitability of the RAC business

◼ Measures to improve the 
profitability of the CAC business

➢ Customer strategy in the 
EHP business➢ Maximize the capacity utilization 

rate of global parent factories

➢ Resource shifting from Japan 
to Asia and Europe to enhance 
product competitiveness

➢ Collaboration strategy in 
the GHP business

Expand the CAC business, raise our competitive position and increase 
brand presence by taking advantage of global RAC operation.
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➢ Follow the vigorous capital investment, improve accumulated technologies, 
and expand the customer support structure

Engineering and Device Businesses

Capture potential of growth areas by leveraging our expertise with air and with water

II. Direction of the next medium-term plan

Top runners and ZEH

Automotive batteries

Semiconductors and electronic devices

➢ Expand waste water and chemical recycling and other environmental 
technologies to the market.

Overseas

➢ Promote expertise developed in Japan for growth industries of each country

➢ Low-speed operation 

x  high efficiency

Divided 

core 

motors

Natural refrigerants

➢ Create a comprehensive line-up 

from small to large sizes.

➢ Enter the electric compressor 

business.

Automotive devices (EV)
Integrated mechanical-electric 

compressors for automotive use

◼Market environment

Business opportunities for eco-friendly products are increasing as energy 

efficiency regulations and refrigerant regulations are accelerating.

R290 

compressors

CO2 

compressors

Energy-efficient 

rotary devices

Key areas for the environmental systems & engineering business

Promote the business in domestic and overseas growth areas.

Key areas for the device business

Expand business domains with technological differentiators.

2019 2030

◼Global market for automotive batteries

16-fold

◼Global market for semiconductors

2020 2030

（GWh）

Double

(Trillion yen)

* Source: Ministry of Economy, Trade and Industry

(Calendar year)
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1.8%

Framework for Profitability Improvement

Drivers for improving the operating profit ratio to achieve

the ROIC target of 7%
Each business domain's target contribution to 

profitability improvement up to FY3/31

ROIC below WACC is unacceptable. Overcome the situation as soon as possible.

Product 
strategy

Channel 
strategy

Alliance 
strategy

Organic Reduction of 
fixed expenses

FY3/24
adjusted 

operating profit

FY3/31
adjusted

operating profit

Differentiati
on strategy 
business

Customer 
strategy 
business

Global 
strategy 
business

8% or above

III. Vision of Heating & Ventilation A/C Company

• Europe: Expansion of the A2W line-up 
(models for commercial use etc.)
• Japan: Strengthening of whole-building 
air conditioning systems and ERV

• U.S.: Expansion of the line-up of 
budget ventilation fans, etc.

WACC

Cover any shortfalls by reducing fixed costs to achieve AOPM of 

6% at an early stage

Promote IAQ and A2W (differentiation strategy business), and 

RAC (core business) to significantly improve the profitability
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Future Course of Action
Enhance profitability through the coordination of customers, production, technology, and the six businesses.

III. Vision of Heating & Ventilation A/C Company

Focus, Digital, Design, and Software Alliances will be the lines of competition.

・ Refrigerant (CFC) regulation
・ GHG emissions regulation
・ Prohibition of gas appliances

ＲＡＣ

ＣＣＳ

CAC

Engineering

Devices

Competitive 
environment

・ Global response
・ Energy efficiency and 

eco-friendliness
・ Rapid response

Customer environment

A2W

IAQ
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Key Initiatives for A2W in North America

Market environment in North America Business scheme

Collaborate with leading U.S. water heater supplier A.O. Smith.

Release products in stages from 2025.

×
Highly trusted brand with the 

number-one sales force in the U.S.
Heat-pump products using 

energy-saving technology 

and natural refrigerants

Enter the heat-pump hot-water supply and space heating equipment business in the increasingly 
decarbonizing North American market.

Expansion of decarbonization policies, including energy 

efficiency regulations and phasing-out of gas.

➢ The energy efficiency standards of household water 

heaters will be strengthened across the U.S. in 2029.

➢ New York, California, and other state and municipal 

governments are moving toward phasing-out of gas.

III. Vision of Heating & Ventilation A/C Company
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For achieving the profitability required in the air conditioning-related industries
~ In the next medium-term plan, Focus, Digital, Design, and Software Alliances will be the lines of competition ~

✓ Under the current medium-term plan, profitability is far below the originally planned level and the level prior to 

our establishment. ROIC below WACC is a top-priority issue to be resolved.

✓ We have already cleared the hurdles in businesses with less competition. In businesses with high competition, 

we will increase ROIC to 7% to achieve an ROIC above WACC by FY3/27 by taking corrective measures.

✓ We will increase our profitability by strengthening three pillars: the differentiation strategy, the customer 

strategy, and the global strategy, and cover any shortfalls by reducing fixed costs.

✓ The key is Focus.  We will achieve an operating profit ratio of more than 8% by FY3/31, by strengthening 

customer, production, and technology coordination in the six businesses, including water and air.

Executive Summary

III. Vision of Heating & Ventilation A/C Company
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Disclaimer Regarding Forward-looking Statements

This presentation includes forward-looking statements about Panasonic Holdings Corporation (the "Company") and its Group companies (the "Panasonic Group"). To the extent that 
statements in this press release do not relate to historical or current facts, they constitute forward-looking statements. These forward-looking statements are based on the current 
assumptions and beliefs of the Panasonic Group in light of the information currently available to it, and involve known and unknown risks, uncertainties and other factors. Such risks, 
uncertainties and other factors may cause the Panasonic Group's actual results, performance, achievements or financial position to be materially different from any future results, 
performance, achievements or financial position expressed or implied by these forward-looking statements. The Company undertakes no obligation to publicly update any forward-looking 
statements after the date of this press release. Investors are advised to consult any further disclosures by the Company in its subsequent filings under the Financial Instrument and Exchange 
Act of Japan (the "FIEA") and other publicly disclosed documents.  
The risks, uncertainties and other factors referred to above include, but are not limited to, economic conditions, particularly consumer spending and demands for corporate capital 
expenditures in the major markets including, but not limited to, the Americas, Europe, Japan, China and other Asian countries as well as changes of demands for a wide range of electronic 
products & parts from the industrial world and consumers in various regional markets; excessive currency rate fluctuations of the U.S. dollar, the euro, the Chinese yuan and other currencies 
against the yen having an impact on costs and prices of the Panasonic Group’s products & services as well as certain other transactions that are denominated in these foreign currencies; 
increased costs of or limitations on raising funds, because of changes in the fund raising environment including interest rate fluctuations; current or future political or social trends in and 
outside Japan or changes in rules & regulations of international trade, commerce, R&Ds, production or sales having impact on the Panasonic Group or the business activities in its supply 
chain; introduction or enhancement of rules & regulations or abolition or reduction of tax benefit or subsidy related mainly to the environment issues including the climate change as well as to 
responsible supply chain (in terms of human rights, labor, health & safety global environmental conservation, information security, business ethics and others); increased costs resulting from 
a leakage of customers’ or confidential information from IT systems of the Panasonic Group or its supply chain or business suspension caused by unauthorized access, cyberattacks or any 
other form of malicious actions on the IT systems or from vulnerability of network-connected products; failure to secure or retain enough workforces to execute its business strategy; failure to 
retain its competitiveness in a wide range of products & services or in major countries & regions; failure to produce expected results in alliances with other companies or M&A (mergers & 
acquisitions) activities; failure to produce expected results in current or future business transformations of the Panasonic Group; occurrence or lengthening of disruptions in its supply chain or 
logistics for or price hikes in parts & materials; downward price pressure or decrease in demands for the products at a level that can be offset with efforts by the Company; failure to respond 
to future changes in the market needs with technological innovations or to timely utilize new technologies such as AI (Artificial Intelligence); increased costs or losses caused by occurrence 
of events such as compliance violations (including those related to human rights or labor issues) or serious health & safety accidents in workplaces; increased costs or losses resulting from 
any defects or quality frauds in products or services of the Panasonic Group; infringement by third parties of intellectual property owned by the Panasonic Group or restrictions on the use of 
intellectual property owned by third parties; administrative/criminal penalties or compensations/damages claims resulting from violations of laws and regulations; large-scale natural disasters, 
global pandemics of infectious diseases, terrorism or wars; fluctuations in market prices of securities and other financial assets in which the Panasonic Group has holdings, excessive 
fluctuations of valuation of non-financial assets, including property, plant and equipment, goodwill and deferred tax assets, or changes or tightening of accounting policies or rules; The factors 
listed above are not all-inclusive and further information is contained in the most recent English translated version of the Company’s securities reports under the FIEA and any other 
documents which are disclosed on its website.
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