Profile

To Our Shareholders and Friends

More than a century since its founding, Kubota Corporation and subsidiaries (collectively “the Company”) have continued to help
improve people’s quality of life, by offering products and services—including farm equipment, pipes for water supply and sewage

Performance over the Past Year

systems, environmental control plants, industrial castings, and building materials. The Company has its management principle that
the Company contributes to the development of society and the preservation of the earth’s environment through its products,

Driven by expansion in overseas business activities, Kubota Cor-

technology, and services that provide the foundation for society and for affluent lifestyles. While adhering to this management

poration and subsidiaries (hereinafter, “the Company”) continued

principle, the Company is implementing management policies that are focused on prioritizing the allocation of its resources,

to report a robust performance for fiscal 2007, ended March 31,

emphasizing agility in its operations, and strengthening consolidated operations. Through these measures, the Company aims to

2007. Operating income, which is the best measure of the Compa-

improve its adaptability to respond with flexibility to the changing times, resulting in a high enterprise value.

ny’s earning power, moved to record levels for the third consecutive
fiscal year. Overseas, we expanded the scope of our business activities by introducing new products meeting customer needs, princi-

Financial Highlights
Kubota Corporation and Subsidiaries Years Ended March 31, 2007, 2006, and 2005

2007

Revenues
Percentage of previous year
Net income
Percentage of previous year

Millions of Yen
2006

¥1,127,456 ¥1,065,736
105.8%
107.2%
76,457
81,034
94.4%
68.7%

Percentage of revenues
Net income per common share (Yen and U.S. Dollars):
Basic
Diluted
Net income per 5 common shares (Yen and U.S. Dollars):
Basic
Diluted
Cash dividends paid per common share (Yen and U.S. Dollars)
Cash dividends paid per 5 common shares (Yen and U.S. Dollars)
Capital expenditures
Depreciation
R&D expenses
Number of shareholders (At year-end)

Thousands of
U.S. Dollars
2007

2005

¥994,483 $9,554,712
105.9%
117,901
647,941
1,007.7%

6.8%

7.6%

11.9%

¥59.01
59.01

¥62.14
61.67

¥89.11
86.83

and implemented aggressive measures to further develop our position in Asia outside Japan. In the domestic market, demand was
relatively weak, but we secured profitability by continuing to reduce
costs and increase productivity. These management efforts in Japan
and overseas enabled Kubota to report growth in both revenues and
operating profits for the fiscal year under review.

$0.50
0.50

The Company reported consolidated revenues of ¥1,127.5
Daisuke Hatakake
President and Representative Director

billion, an annual increase of ¥61.7 billion (5.8%), in fiscal 2007. Al295
295
11
55
¥44,715
25,094
22,925

311
308
9
45
¥33,805
25,167
22,731

446
434
6
30
¥26,097
25,208
21,963

45,363

46,214

55,828

2.50
2.50
0.09
0.47
$378,941
212,661
194,280

Notes: 1. The U.S. dollar amounts in this report represent translations of Japanese yen, for convenience only, at the rate of ¥118=US$1. See Note 1 to the
consolidated financial statements.
2. Per share amounts have been calculated per 5 common shares since each American Depositary Share represents 5 shares of common stock.
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Cautionary Statements with Respect to Forward-Looking Statements
This document may contain forward-looking statements that are based on management’s expectations, estimates, projections, and assumptions. These statements are not guarantees of future
performance and involve certain risks and uncertainties, which are difficult to predict. Therefore, actual future results may differ materially from what is forecast in forward-looking statements due to
a variety of factors, including, without limitation: general economic conditions in the Company’s markets, particularly government agricultural policies, levels of capital expenditures, both in public
and private sectors, foreign currency exchange rates, continued competitive pricing pressures in the marketplace, as well as the Company’s ability to continue to gain acceptance of its products.

though revenues in Japan declined slightly, overall expansion was
driven by continued major growth in overseas revenues, especially

reported in the prior year. After deductions of ¥49.0 billion in income

sales of tractors, engines, and construction machinery. As a conse-

taxes (representing an effective tax rate of 37.2%), ¥4.9 billion of mi-

quence, the ratio of overseas revenues to consolidated revenues rose

nority interests in earnings of subsidiaries and equity in net income of

5.8 percentage points, to 46.5%.

affiliated companies, and a ¥1.3 billion loss from discontinued opera-

Operating income climbed ¥9.3 billion (7.7%), to ¥130.3 billion, from the prior year, the highest level in the Company’s history. By

tions, net of taxes, net income decreased ¥4.6 billion (5.6%), to ¥76.5
billion from the prior year.

segment, operating income in Internal Combustion Engine and Ma-

Regarding dividends, to expand the return to shareholders, the

chinery expanded substantially, supported by the increase in revenues

Company has decided to increase the cash dividend applicable to the

and the positive effect of the weakening of the yen. Pipes, Valves, and

fiscal year ended March 31, 2007, including dividends to be paid after

Industrial Castings also reported a gain in operating profit, owing to

the end of the fiscal year, to ¥12 per common share, or ¥60 per five

continued cost-cutting, including reductions in fixed expenses, and

common shares, compared with ¥10 per common share, or ¥50 per five

higher revenues in overseas markets. Environmental Engineering,

common shares applicable to the prior fiscal year. Accordingly, in addi-

however, posted a substantial decline in profitability and reported an

tion to the interim dividend of ¥5 per common share, or ¥25 per five

operating loss accompanying the decline in sales prices. Operating

common shares already paid, the Company will pay ¥7 per common

income in Other, however, showed steady expansion, as a result of in-

share, or ¥35 per five common shares as a year-end cash dividend.

creased sales of vending machines and other products.

With the objectives of improving capital efficiency and raising

Notwithstanding the rise in operating income, income from

the value of Kubota’s stock, the Company has adopted a policy of flexi-

continuing operations before income taxes, minority interests in earn-

bly buying back portions of shares outstanding. The Company pur-

ings of subsidiaries, and equity in net income of affiliated companies

chased 7.98 million of treasury stock (¥8.5 billion). On the other hand,

decreased ¥9.0 billion (6.4%), to ¥131.6 billion. This decline was due

the Company retired 7.95 million shares of treasury stock (¥8.5 billion)

to the absence of the gain on an exchange of shares of ¥15.9 billion

on March 30, 2007.
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Management Issues upon which the Company Should Im-

hance the segment’s business structure to enable it to outpace the com-

business performance, and the segment has fallen into a tough situa-

cy, and it pursues its corporate activities with a strong sense of respon-

plement Countermeasures

petition in global markets. The Company will fortify production capacity

tion. To revitalize and restructure this segment, the Company is aggres-

sibility regarding the economic, social, and environmental aspects of its

in Japan and overseas to meet rising overseas demand while also train-

sively working to shift its business model and concentrate on its core

activities as a global corporate citizen that responds positively to the ex-

To achieve further development and steady increases in enterprise

ing personnel who can carry out the work of a global enterprise, speed

competencies. Specifically, by developing its positions in the private

pectations and trust of its various stakeholders.

value, the Company is actively addressing the following management

up R&D activities, and work to consistently enhance design and manu-

sector and overseas markets, the Company is endeavoring to reduce de-

Looking ahead, the Company will adhere strongly to its man-

issues.

facturing capabilities as well as operating efficiency—all with the objec-

pendency of this segment on the public sector while also promoting a

agement principle: “The Kubota Group contributes to the development

tive of strengthening the segment’s business structure from a compre-

shift from the plant engineering business to the sales and installation of

of society and the preservation of the earth’s environment through its

hensive perspective.

machinery and equipment. In addition, by focusing on water-related

products, technology, and services that provide the foundation for so-

businesses, the Company will work to make more efficient use of man-

ciety and for affluent lifestyles.” To remain an upstanding and proud

Accelerating the Expansion of Internal Combustion Engine
and Machinery in Overseas Operations
The Company is allocating management resources to the overseas

Restructuring the Public Works Related Businesses

agement resources in this segment and thereby promptly recover sound

member of society, the Company will also strengthen its compliance,

operations of Internal Combustion Engine and Machinery on a priori-

The Company’s public works related businesses are included in Pipes,

profitability and strengthen its business structure.

internal controls, and corporate governance, as well as ensure full ad-

ty basis to expand its business domain from the perspective of the

Valves, and Industrial Castings and Environment Engineering. These busi-

To make a successful transition to its new business model, the

product portfolio and geographical coverage, while working to

nesses are confronting an exceptionally challenging operating environment

segment must have strong product development capabilities for stand-

strengthen the business structure of this segment to the level appro-

because of the continuous cutbacks in public works investment. To re-

alone equipment and be cost-competitive. With this in mind, in April

priate for a global enterprise.

spond effectively to changes in the operating environment, the Company is

2007, the Company formed the Environmental Equipment R&D Center.

During the fiscal year under review, the management and staff

undertaking drastic restructuring in its business structure.

Through the activities of this new center, the Company intends to make

of Kubota worked together and achieved the best performance in the

the manufacturing technology and development capabilities nurtured

Company’s history in terms of operating profit. However, we cannot

From a product portfolio point of view, the Company is
broadening the scope of overseas operations of the segment by ex-

herence to these and other aspects of its activities that are basic to
management in the spirit of CSR.

panding the model lineup of tractors, construction machinery, and

(a) Pipes, Valves, and Industrial Castings Segment to Step Up

by Internal Combustion Engine and Machinery available to this seg-

rest here because of the many uncertainties in the operating environ-

farm machinery as well as substantially diversifying the product line-

Initiatives to Expand Core Businesses

ment and, while taking thorough measures to lower costs, differentiate

ment. Various developments, such as concern about a slowdown in the

up. Concerning diesel engines, which are key components in Kubota

The Company has worked to strengthen its profitability by making drastic

its technology from that of other companies.

U.S. economy, changes in the agricultural market in Japan as new gov-

products, the Company is endeavoring to develop and manufacture

reductions in costs, including fixed expenses, bringing about major in-

its diesel engines in a timely manner that meet more stringent emis-

creases in productivity, and becoming thoroughly market-oriented and

(c) Moving toward Close Teamwork between the Two Segments

and the uncertainty of foreign currency exchange and interest rate

sion regulations to be introduced in Japan, North America, and Eu-

competitive. As a result of these efforts, the Company has been success-

Both Pipes, Valves, and Industrial Castings and Environmental Engi-

movements, are expected to bring about changes that will have a major

rope. Through this effort, the Company is enhancing the competitive

ful in raising the ratio of operating profitability to double-digit levels.

neering have core strengths in water-related products. By moving to-

impact on the Company’s management and performance.

ernment policies go into effect, continuing price hikes of raw materials,

Going forward, to increase profits, the Company must actively

ward close teamwork between these segments, the Company will seek

By responding quickly and appropriately to these changes in

focus on expanding core business while advancing into closely related

to realize synergies among their products and technologies and ach-

the operating environment and devoting our fullest energies to ad-

From a geographical perspective, the Company is promptly

areas as it strives to maintain and increase its earning power. This will

ieve greater operational efficiencies. The Company has taken specific

dressing the previously mentioned issues, we are committed to con-

implementing different strategies in North America, Europe, and Asia,

require shifting the business activities from the public sector to the pri-

measures in this direction by combining the organizations of the two

tinuing to build our corporate value. We thank you for your investment

responding to the regional characteristics of each market. In North

vate sector, and also from the domestic market to overseas markets. The

segments within the parent company, beginning in April 2007. Going

in Kubota and your continuing support in the years ahead.

America and Europe, which are currently the segment’s principal mar-

decision made at the end of the fiscal year under review to establish a

forward, by promoting the sharing of information related to products

kets, the Company is working to significantly enhance its product and

joint venture in India for manufacturing ductile iron pipe is symbolic of

and technologies connected with “water” and strengthening teamwork

service supply capabilities. In Asia outside Japan, where rapid market

what must be done in other product areas―shift the thrust of business

in development and sales activities, the Company will work to increase

expansion is ongoing, the Company is moving forward actively with

development to the private sector and to opportunities overseas as a part

the competitiveness of both segments.

initiatives to strengthen the capabilities of its production and sales

of initiatives to further expand core businesses.

edge of its diesel engine powered products and further expanding
sales of diesel engines to other manufacturers.

networks in Thailand and China. Through the full implementation of

Management Based on Corporate Social Responsibility (CSR)

Daisuke Hatakake
President and Representative Director

these initiatives, the Company is promoting the geographical diversi-

(b) Restructuring Environmental Engineering

To achieve medium-to-long term growth and development, the Compa-

fication of the overseas operations of Internal Combustion Engine and

The deterioration of the market environment and the intensification of

ny must be an enterprise that continuously contributes to the sustainable

Machinery.

competition in this segment have occurred faster than anticipated, thus

development of society in harmony with the environment in addition to

Moreover, to prevail in intense competition and accelerate the

creating a highly challenging set of operating conditions. In addition, the

increasing its economic value. With this awareness, the Company is im-

expansion of overseas business activities, it will be essential to en-

emergence of compliance issues has acted to accelerate deterioration in

plementing CSR management as the most important management poli-
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