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Presentation 

 

Moderator: As it’s time to begin, we will now start Murata Manufacturing Co., Ltd.’s information meeting 
2023. Thank you all for joining us today despite your busy schedules. 

First, I’d like to introduce today’s attendees from our company.  

Here with us is our President and Representative Director, Norio Nakajima. 

Nakajima: Thank you for having me. 

Moderator: Next, we have our Executive Vice President and General Manager of the Corporate Unit, Masanori 
Minamide. 

Minamide: Thank you for having me. 

Moderator: We also have our Executive Vice President and General Manager of the Ceramic Capacitor 
Business Unit, Nagato Omori. 

Omori: Thank you for having me. 

Moderator: In addition, members of our investor relations team are also participating.  

Today’s session will begin with a presentation from our company, followed by a Q&A session starting around 
4:00 PM. 

The materials for this meeting are available in the IR library section of our company website. We have also 
disclosed the materials in a timely manner, so you can check them on the Tokyo Stock Exchange’s timely 
disclosure information viewing service. We will mention the page numbers of the materials during the 
presentation for those joining us over the phone. 

Now, let me hand it over to Mr. Nakajima for the presentation. 

Nakajima: Thank you all for joining us today despite your busy schedules. I am Norio Nakajima, the President 
and Representative Director. 

Today, I would like to discuss how we aim to enhance our corporate value by 2030, particularly focusing on 
improving profitability from the perspective of strengthening our management capital. 
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Please turn to page two. Today, I want to focus on three key points. 

Firstly, despite the challenging business environment characterized by a slump in component demand, our 
outlook for business opportunities leading up to 2030 remains unchanged.  

We continue to promote our three-layer portfolio management, while also striving to create new markets.  

Furthermore, by bolstering our management capital, which is the source of our cash generation capability, we 
aim to be a company that continuously generates both economic and social value. 

Additionally, the current weak yen is proving to be a tailwind for us, but we recognize the urgent need to 
enhance our earning power independently of this currency effect. I will also touch upon this aspect. 
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Now, let’s move on to page four. This page outlines our mid- to long-term plan, Vision 2030, which we 
announced in November 2021. 

In this plan, we aim to become the global №1 component & Module Supplier, making Murata the best choice 
for customers and society.  

Key elements of this vision include creating a continuous cycle of social and economic value and co-creating 
value with our stakeholders. 

On the left, you’ll see our company philosophy.  

Recently, many companies have been adopting purpose-driven management, redefining their corporate 
significance and updating their management plans accordingly.  

However, we stand out by adhering to the philosophy established by our founder, which continues to guide 
the behavior of our employees to this day. 
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Turning to page six, we have a diagram illustrating the continuous cycle of social and economic value. 

This concept is centered around co-creating value with our stakeholders—shareholders, investors, customers, 
employees, and suppliers.  

Through this collaboration, we aim to achieve a symbiosis of social and economic value. 
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Next, I would like to touch on the progress we have made in our Medium-Term Direction 2024. Please turn to 
page nine. 

In our Medium-Term Direction 2024, we have identified four key management challenges.  

The first is the promotion of management transformation, which includes the introduction of a sustainability 
investment promotion system and our unique management control system.  

The second is advancing our three-layer portfolio management.  

Thirdly, we focus on building a lean management foundation, which includes the development of next-
generation leaders through our leadership training programs.  

Finally, we are preparing for 2030 by strengthening our manufacturing capital, customer and partner capital, 
and intellectual and technological capital.  

These four challenges are critical in our approach towards 2030. 
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On page 10, we present our progress towards achieving our economic value targets. 

For FY2024, we’ve set targets of JPY2 trillion in sales, an operating profit margin of over 20%, and a ROIC of 
over 20%. However, there is a significant gap between these targets and our projected figures for FY2023, as 
highlighted here. 

Despite the challenging phase of recovery in component demand, we are committed to focusing on the 
operating profit margin and ROIC as our key management indicators.  

We are working on improving our capital turnover and enhancing underperforming businesses to move closer 
to these targets. 
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Moving on to page 11. This page details our progress in achieving our social value goals. 

While we will provide an update on our social value targets at our ESG briefing scheduled for March, overall 
progress has been steady. 

One area where we still see gaps is in parameters related to use of sustainable resources and resource 
recycling, which we acknowledge as a challenge.  

Regarding employee engagement, we conducted a global survey in October and are currently in the process 
of assessment. The results of this will also be updated in our March ESG briefing. 
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On page 12, we discuss our Medium-Term Direction 2024, in which we have, for the first time, clearly defined 
our capital allocation strategy. 

While there are no changes to the content of this strategy, it includes investment in IT infrastructure, primarily 
focused on digital transformation (DX), environmental investments, and expenditures for mergers and 
acquisitions aimed at future business growth and enhancing corporate value. 

Currently, the progress in strategic investments has been underwhelming, and we see this as a significant 
challenge. We are determined to effectively implement these investments by FY2024. 

Regarding shareholder returns, as noted here, we are maintaining a dividend payout ratio of around 30% and 
achieving a dividend on equity of over 4%. Additionally, we have been conducting share buybacks depending 
on our cash position. 

On the other hand, for additional returns, as shown on the right, we maintain a specific approach.  

We manage our liquidity ratio at 2.5 months to 3.5 months of sales revenue to prepare for immediate funding 
needs. Regarding growth investments or additional strategic investments, we consider the availability of such 
opportunities. In the absence of these, we contemplate future cash flow projections and stock price levels. 
Based on these factors and our cash position, we will consider additional returns. 
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On page 14, we delve into Murata’s key strategies for enhancing corporate value. 

As a company operating within capitalism, we believe our mission is to generate profits and reinvest them for 
greater future value. 

However, as shown here, corporate value is not just about economic value. It involves creating a continuous 
cycle with social value, thereby generating sustainable cash flow. Moreover, enhancing the sustainability of 
economic value creation, which in turn reduces capital costs, is essential in our efforts to increase corporate 
value. 

This requires a strong foundation in our core competencies and the strengthening of our management capital, 
which I will discuss further. 
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Moving on to page 15. Before discussing management capital, let me explain the changes in the business 
environment and our portfolio strategy. 

On the left, we have our long-term environmental understanding as of November 2021, outlined in Vision 
2030. On the right, we address the changes since then. 

Of these changes, the most significant for our business environment is the slowing growth in smartphone unit 
sales and the bifurcation into low-end or mid-range and high-end models. Particularly, as the volume zone 
shifts towards the low-end and mid-range, this shift has a considerable impact on our business environment. 
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On page 16, the graph at the bottom represents what I personally envision as the cycle of economic 
fluctuations, which I term the “innovator in electronics” wave. 

Throughout history, whenever there has been innovation in electronics, Murata Manufacturing has 
consistently maintained a strong presence, leading to profit generation. 

For instance, if we look at this graph, around the time I joined the Company in 1985, the electronics industry 
was experiencing a boom in handheld video cameras. Our contribution to this trend was in providing compact, 
lightweight components that played a crucial role in this innovation. 

Also, in the year 2001 during the IT bubble, there was an enormous boom in AV equipment and mobile phones. 
In this era, our small components were effectively utilized. 

Then, in 2015, we saw the rise of the fourth generation of mobile phones, including LTE smartphones. Our RF 
device modules and similar offerings were widely used during this period. 

However, our approach so far, as shown above, has been primarily product out, providing standard products, 
and market in, where we collaborate closely with customers to develop new products, with the idea that the 
answers lie within the customers’ needs. 

We anticipate that 2030 will mark the next peak. Keywords like the metaverse, AI, and Web3 are likely to 
dominate this phase. To establish our presence in this future landscape, we need to create the market 
ourselves. We believe we must generate this next wave of economic cycle. We refer to this approach as 
market out. 
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On page 17, we have a chart that illustrates the history and projected future of the electronics market. 

Starting from 2002, the chart shows the growth in semiconductor sales, in blue, and Murata’s sales growth, 
in red. The beige section at the bottom represents the sales of our first-layer products, which are closely linked 
to semiconductor sales.  

You’ll notice a change in this curve around 2013. Since then, Murata’s sales growth has consistently outpaced 
the growth rate of the electronics industry, primarily due to the contribution of our second-layer products. 

Going forward, we aim to further strengthen our second and third layers, striving to achieve a sales growth 
rate that surpasses the overall electronics market trend. 
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On page 18, as we discussed at last year’s information meeting, the world of 2030 will see physical and cyber 
spaces interconnected by AI.  

We have identified four key business opportunities in response to this: communications, mobility, 
environment, and wellness. 

Our challenge lies in strengthening our three-layer portfolio, exploring and creating new markets and 
applications, and bolstering the management capital that underpins our competencies. 
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Turning to page 19, I’ll talk about the first layer of our three-layer portfolio enhancement. 

To strengthen the supply capability across the entire supply chain, we have established joint ventures with 
Ishihara Sangyo Kaisha, Ltd. and Fuji Titanium Industry Co., Ltd. to ensure the stable supply of MLCC materials. 

In Chiang Mai, Thailand, we constructed a new building contributing to MLCC production, and in Vietnam, a 
new building for power inductor production was completed this fiscal year. 

The background for these developments is the market trend toward the electrification and electronic 
integration of automobiles, as shown on the left. The top graph forecasts the MLCC market, while the bottom 
graph forecasts the market for inductors and EMI filters, both anticipating a CAGR exceeding 10%. 

To capitalize on these trends and achieve sales expansion and increased market share in the automotive 
market, we are implementing supply chain enhancements as shown on the right. 
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On page 20, I’ll discuss the enhancement of our second layer.  

In the second layer products and businesses, having differentiation technology compared to competitors is 
crucial for success. 

In line with this, we have engaged in mergers and acquisitions, particularly in wireless communication 
technology, as listed here. These efforts have allowed us to acquire technologies that differentiate us from 
our competitors, and we believe that starting from FY2024, these technologies will become a significant part 
of our market offerings. 

The complexity of research and development activities has increased substantially, making early preparation 
vital. In this context, participating in international standardization activities and leveraging the advantage of 
being involved in standard setting from an early stage have made it possible for us to advance our research 
and development and preparation processes. 

We intend to fully utilize these advantages in the communications market. 

On another note, the MEMS inertial sensor technology acquired through our 2014 purchase of Finland’s VTI 
Technologies has become a critical component, especially for autonomous driving at Level 3 and above. 

The expansion of these automotive components has led to a doubling of our automotive-related sales in the 
sensor business over the past decade.  

Moreover, the proportion of automotive-related sales in our total sensor business has reached 40%. We 
expect and aim to continue growing this percentage. 
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On page 21, let’s discuss the battery and power supplies sector. 

Regarding power modules, we’ve undergone significant portfolio revisions, including past divestments. These 
changes have positively impacted our profit structure. 

Currently, we are focusing on expanding our business in growing markets, such as data centers and servers. 
We have commercialized high-power AC-DC converters and are expanding our product line with micro DC-DC 
converters centered around semiconductors. This is where we are concentrating our resources in the power 
module segment. 

On the other hand, we have our battery business. Batteries represent one of the few product groups and 
technologies where we can directly contribute to environmental solutions. It’s an essential business for 
Murata, but currently, improving profitability in this area is taking time. Addressing the low profitability of this 
segment is a significant challenge, and we believe there is a need to accelerate its turnaround. 
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On page 22, we focus on the creation of third-layer businesses. 

As an example, I’d like to introduce the KUMIHIMO Tech Camp initiative. This initiative aims to create new 
services and solutions by partnering start-ups or students who have business ideas utilizing Murata’s existing 
products and technologies. 

On the right, we have the Kanazu Murata Manufacturing facility in Fukui Prefecture, which was one of the 
first in the Murata Group to achieve RE100, or 100% renewable energy. At this location, we have installed 
solar panels on the rooftop and carports and implemented a system combining our own storage battery units 
and control software. 

This initiative has been ongoing for two years, and we have accumulated a significant amount of convincing 
demonstration data. We are encouraging our customers to visit and see these systems, hoping that their 
adoption will lead to creating economic value. 
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On page 23, before explaining portfolio management, I would like to highlight the unique features of Murata’s 
management control system. 

A distinctive aspect is our management accounting system, which applies an internal rate of return that 
exceeds the capital cost. This approach to assessing the success of our businesses has been in place since the 
founder’s era. 

Before becoming President, I was in charge of a business unit and often grappled with this system. However, 
this has instilled a strong profit and loss management consciousness at the operational level. I believe that 
this mindset contributed to our reasonably good profit margins in the Q2 period of 2023. 

Now, regarding our business viability assessment system using portfolio management, we plot business 
growth rate on the horizontal axis and ROIC on the vertical axis. Most of Murata’s businesses are positioned 
on the right side due to market growth. The criteria for distinguishing between star businesses and problem 
businesses are based on our internal rate of return. 

We regularly monitor and review problem businesses that cannot secure this rate. During these reviews, we 
scrutinize the quality of these problematic areas and formulate strategies for either exit or turnaround. 

Alongside the creation of new businesses and expansion of existing ones, our portfolio management 
encompasses this rigorous scrutiny and assessment, balancing both positive and challenging aspects of our 
operations. 
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Moving forward, I’ll discuss the strengthening of our management capital. Let’s turn to page 24, which focuses 
on manufacturing capital. 

Most of Murata Manufacturing’s businesses adopt a vertically integrated production system. This approach, 
encompassing everything from materials to finished products, allows for highly sophisticated coordination. 
Our strength lies in this manufacturing technology, production techniques, and management systems. 

Another key strength is the advanced collaboration between product development, material development, 
production technology, and manufacturing. We believe that our ability to handle complex manufacturing 
challenges and develop unique technologies that are difficult for others to replicate is a crucial competitive 
advantage. 
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On page 25, we address the strengthening of our manufacturing, or monozukuri, human resources. 

The core of our on-site capabilities lies in their ability to improve and maintain operations. We believe we 
have been able to demonstrate the success of these efforts through the rationalization effects disclosed in 
each of our financial reports. 

Improvement capabilities involve members who engage in daily rationalization, quality innovation, and similar 
activities. Our improvement facilitators are the teachers in this area. The number of these experts is 
continuously increasing worldwide, and we are actively working to further expand and strengthen this group. 

Maintenance capabilities are upheld by our maintenance technicians, and we are also increasing and 
enhancing their numbers globally. 

Although not mentioned here, it’s noteworthy that at the annual national convention for small group activities, 
almost all participants are from automotive production companies. Despite this, our group companies and 
manufacturing subsidiaries have been consistently participating in these conventions for several years. 



 
 

p. 22 
 

 

On page 26, we discuss the digital transformation in manufacturing. 

In our production sites, there is a vast amount of tacit knowledge accumulated from experience and intuition. 
Using digital technology to formalize this into explicit knowledge is increasingly important.  

Transforming the functions and objectives of organizations and individuals through digital technology is at the 
core of Murata’s approach to manufacturing DX. 
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Turning to page 27, I’ll provide an example from the Komoro Murata Manufacturing facility in Nagano 
Prefecture. 

Here, we have implemented DX driven by the production site, where all information—including production 
management, equipment operation status, preventive maintenance data, and energy management and 
conservation data—is made visible. To handle such big data, we have introduced a local 5G wireless 
communication network, showcasing its convenience. 

We are also turning this facility into a showcase for our customers, demonstrating these activities in the hope 
that more of them will adopt similar systems. This approach is an example of turning social value into 
economic value, as we aim to commercialize these efforts. 
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On page 28, we address our quality foundation. 

As our business scale expands, the need to accommodate a wide variety of business models becomes 
increasingly essential. Particularly in the mobility business centered around automobiles, the weight of our 
operations has grown significantly.  

This shift underscores the importance of strengthening quality governance, enhancing our quality personnel 
foundation, and establishing quality assurance and quality control systems tailored to each layer of our three-
layer portfolio. 

In conclusion, manufacturing and quality foundations are key aspects of our competitive advantage. We 
recognize that our manufacturing sites, which function as a kind of black box, are a source of high-value 
addition and the foundation of our earning power. 
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Moving on to page 29, we systematically present our technological capital. 

We continuously refine our technology in material technology, production technology, design technology, and 
analysis and evaluation technology.  

Our aim is to ensure that in these cutting-edge areas, we are second to none compared to our competitors. 
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On page 30, we focus on our intellectual property activities, which support our technological endeavors. 

Our approach to intellectual property is to align it with our management and business strategies, valuing the 
integration of these strategies with our IP strategy. 

While optimizing our intellectual property portfolio to align with market needs and our three-layer portfolio 
management, we also put significant effort into IP landscape activities. This includes conducting IP due 
diligence for potential M&A targets and IP analysis to assess their value, which we then apply to creating new 
businesses or expanding existing ones. 

This concludes our discussion on intellectual property and technological capital. 
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On page 31, we discuss our customer and partner capital. 

We have a strong global market share in products such as MLCCs, inductors, and SAW filters, among others. 
This extensive global customer base provides us with a wealth of information, enabling us to anticipate 
customer needs and market trends effectively. 
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Moving on to page 32, the focus is on the DX of our sales process. 

The diversification of our customers and the digitalization of their business processes necessitate an 
acceleration in our own DX efforts. It’s crucial to maximize the value we provide to customers who prioritize 
speed and efficiency in order to expand our sales. 

This concludes the discussion on customer and partner capital.  

By staying attuned to changes in customers and markets, we aim to enhance our selling power and build the 
trust referred to in our company credo. 
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On page 34, we discuss our initiatives to strengthen human capital. 

At Murata Manufacturing, one of our strengths lies in the strong sense of unity and belonging within our 
organization, fostered through the permeation and sharing of our management philosophy.  

However, to actively pursue new initiatives and challenges, as introduced today, it’s important to cultivate a 
culture that respects diversity. We believe in further strengthening our organizational power, which is a key 
strength of Murata. 

This requires the active participation and engagement of a diverse workforce, along with the acquisition and 
development of talent suited to our business environment. 

Regarding diversity, for example, we actively provide opportunities for our foreign indirect personnel to work 
in other countries. As part of our efforts to promote the participation of women, we have quantitative key 
performance indicators for the ratio of female managers. 

In terms of engagement, we use a global survey as an assessment tool to identify areas for improvement and 
act accordingly. 
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On page 35, we talk about advancing DX at Murata. 

Here, we define DX as digitally connecting people and organizations both within and outside Murata, making 
processes shorter, faster, and more transparent. This approach is aimed at dramatically enhancing customer 
value and competitiveness. 

 

Turning to page 36, we focus on connecting the supply chain, engineering chain, and management information 
to redefine our key performance indicators and key goal indicators. This integration allows for cross-
departmental collaboration on these KPIs and KGIs. 
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We are shifting from human-mediated business interactions to data-driven ones, where AI recognizes, 
analyzes, and optimizes processes. We believe this will lead to outputs of higher added value. 

 

On page 37, we outline the overall picture of developing DX talent.  

We plan to enhance our DX personnel by leveraging the driving force of our on-site teams. 

By initiating DX themes in various areas, we aim to identify what needs to change in this digital-first 
environment and methodically implement these changes. We consider this approach critical for a steady 
transformation. 

This concludes my presentation. 

As a company, we will continue to create new value through our intellectual and technological capital, 
enhance the added value of our products through our manufacturing capital, and maximize value delivery 
through our customer and partner capital. Strengthening our human and organizational capital is key to 
unlocking the full potential of all these capitals. 

Further, we will continue to enhance these forms of management capital, driving our value creation process 
forward through the advancement of DX and the strengthening of our management control system, all in the 
pursuit of increasing corporate value. 

I hope you will continue to look forward to and support Murata’s growth. 

Thank you for your attention. This concludes my presentation. 
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Question & Answer 

 

Moderator [M]: That concludes our presentation from the Company. We will now move on to the question-
and-answer session. 

Please note that a recorded version of today’s briefing will be available on our website at a later date. We 
appreciate your attention to this matter. 

We are currently confirming the list of participants who wish to ask questions. Please bear with us for a 
moment. 

Now, we would like to take questions from Mr. Takayama from Goldman Sachs. Please go ahead. 

Takayama [Q]: Thank you very much. I have three questions, and I’d like to start with a broad question, 
referring to slide 17, which I found very interesting. 

It seems to me that since 2013, there has been significant growth in Multilayer resin substrates, as well as in 
RF modules in North America and China amidst the changing communication standards. I also imagine that 
the addition of battery sales has contributed to this growth. While it might be presumptuous to say it still 
seems somewhat weak, I believe there is potential for further growth. 

What strategies are in place to grow the current second-layer product portfolio, as indicated by the arrows in 
the future direction? There was also a mention of a market out approach that you want to pursue, so could 
you please elaborate on what needs to be considered and implemented to accelerate sales growth and 
profitability expansion in this second layer up to 2030? 

I wonder if focusing only on existing products like Multilayer resin substrates, RF modules, batteries, and 
sensors might be insufficient. Are there plans to significantly increase the revenue scale by adding one or two 
more substantial segments? I am very interested in this area, so I would appreciate any thoughts or insights 
you might have. 

Nakajima [A]: Regarding communication, I believe the smartphone market is reaching a plateau, so our focus 
is shifting towards capturing communication opportunities in other areas, such as production equipment and 
infrastructure. The key lies in identifying the necessary technologies for this transition. 

While it’s a fine line between what falls under our second or third layer, mastering high-frequency technology 
is essential. We need to be prepared both in terms of hardware and the software required to utilize it. We 
anticipate that this market will be significantly larger than the current smartphone market, so our goal is to 
firmly capture this expanding market. 

As for other areas, while our growth is largely organic, we have been actively preparing sensors for automotive 
applications. The unfolding of these sensors is largely supported by the progression from Level 2 to Levels 3 
and 4 in ADAS technology. We possess a range of sensors with highly competitive features, and I believe sales 
growth in this area is where we can expect the most significant impact. 

Takayama [Q]: Just to clarify, when you mentioned the social infrastructure, and its relevance to the second 
and third layers, were you suggesting that instead of just developing products internally, you’re also 
envisioning securing larger-scale projects? 
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Nakajima [A]: Rather, it’s about the expansion of the market. For instance, when we think about the world in 
2030, beyond mobile devices like smartphones, I anticipate significant growth in lighter or wearable devices. 
We are considering what kind of network modules will be used in this “edge” world. 

In the realm of virtual and AI worlds, data centers and servers are becoming the main hardware focus, and 
we are preparing for this shift. 

Takayama [Q]: Understood.  

My second major question is about the role of batteries in your portfolio management. They seemed to be in 
the problem child quadrant of the four categories. How are you positioning and managing batteries within 
these four groups? 

Nakajima [A]: In terms of market segments, we see high growth rates in areas like power tools, cleaners, and 
energy storage systems (ESS). 

As mentioned earlier, we set our internal rate of return as a benchmark, so in this sense, batteries fall into the 
problem child quadrant. Currently, they are under regular monitoring as a business whose success we are 
constantly assessing. 

Takayama [Q]: Regarding the battery business, I believe there was a target set for achieving profitability, 
perhaps by last year. Can you share any updates on that timeline? 

Nakajima [A]: Currently, we’re making adjustments, but unfortunately, due to the downturn in the power 
tool market, we are targeting profitability by FY2025. 

Takayama [Q]: Understood, thank you.  

Lastly, I have a question about capital allocation, as mentioned on page 12. You outlined a thought process 
for shareholder returns, particularly in the lower right of the slide. 

Depending on interpretation, it seems that strategic investments weren’t as necessary in the previous and 
current fiscal years. If the recovery remains mild in the coming years, and if investments aren’t significantly 
needed, focusing on organic growth could potentially increase funds available for returns after completing 
the mid-term plan. Is this a reasonable expectation?  

Or, do you have any additional thoughts on shareholder returns, especially regarding future strategic 
investments? 

Minamide [A]: I’ll respond to that. Currently, our targeted cash position is set between 2.5 months to 3.5 
months of sales revenue, and we are slightly above this range at the moment. We are in the process of 
preparing the budget for the final year of our mid-term plan. Although the progress of strategic investments 
has not been as advanced as we had hoped, we are considering the potential for this and the amount of capital 
required for the next mid-term plan in our decisions. 

If the need for funds is not as high as initially expected in the mid-term, additional shareholder returns could 
be a viable option. 

Takayama [M]: Understood. Thank you very much for your answer. 

Moderator [M]: Thank you, Mr. Takayama.  

Let’s move on to the next question. Mr. Sato from Morgan Stanley, please go ahead. 
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Sato [Q]: Thank you. I’m Sato from Morgan Stanley MUFG Securities. 

In your earlier explanation, you mentioned that manufacturing sites, being black boxes, are a source of earning 
power, which I believe directly contributes to the strengthening of first-layer profitability. 

My first question is about how you plan to enhance the profitability of the second layer and how you intend 
to create businesses in the third layer. Could you explain this in a more understandable way? 

Nakajima [A]: For the second layer, as I have mentioned before, the primary point of differentiation lies in 
technology. We have clear customers and clear competitors, and whether we can demonstrate a clear 
difference to them is key. Possessing or acquiring such technology is the most significant factor. 

However, much like the first layer, our production is largely in-house, and we prepare our own facilities, so 
the strength of our manufacturing sites plays a large role as well. 

As for the third layer, I think the business model shifts somewhat. It’s not just about hardware. We need to 
add value in software. Advantages in software usability, customization for each customer, and other software-
related benefits are becoming increasingly necessary. 

Sato [Q]: Thank you for your response. This is somewhat related, but earlier you mentioned that strategic 
investments weren’t as robust as desired. 

Murata has made acquisitions like Resonant and Eta Wireless in the past. For further strengthening the second 
layer and creating new businesses in the third layer, could you share, within permissible limits, what areas or 
technologies might be targeted for strategic investments? 

Nakajima [A]: Most of Murata’s past strategic investments, particularly M&A, have revolved around acquiring 
intellectual property portfolios and technologies that we lacked or to expedite research and development 
efforts. In this sense, and somewhat as an excuse, some of these acquisitions were in technological areas 
where we had less familiarity, which led to longer post-merger integration periods. 

Going forward, while these types of investments remain necessary, we also need to consider other aspects. 
The market growth rate is somewhat slowing, so we need to think about how we can increase our market 
share, or perhaps acquire entirely new business models. 

Sato [Q]: Thank you.  

Lastly, as Mr. Takayama previously asked, could you elaborate on the steps taken in the past few years 
towards revitalizing the battery business, and what improvements in profitability are expected from this fiscal 
year to the next? 

Nakajima [A]: When we acquired the battery business from Sony Group in 2017, we considered its 
technological strengths, particularly for smartphones and consumer electronics, which were still strong at that 
time. However, given the technological landscape and the momentum of Chinese competitors in the same 
field, we realized that gaining a clear advantage in this market was unlikely, so we decided to move away from 
it. 

We then targeted areas where we could leverage our material and process strengths, focusing on power-
related applications like power tools, cleaners, and ESS that could utilize olivine-type phosphates. However, 
pivoting to these markets took more time than expected, which was one of the unforeseen challenges. 
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Currently, we face difficulties in increasing productivity due to the diversity of processes and materials. We 
are gradually standardizing these aspects. Once standardization progresses, we can apply our strengths in 
operational improvement, rationalization, and quality innovation to these areas.  

We are dedicating considerable time and effort to this endeavor, and we are finally beginning to see a clear 
path forward. 

Sato [Q]: So, depending on how the power tool market improves or expands, can we expect a reasonable 
improvement in profitability from this fiscal year to the next? Is that a correct understanding? 

Nakajima [A]: We don’t anticipate a dramatic increase in the top line since there is still considerable inventory 
in the market. Despite a modest increase in the top line, we are steering towards a structure that can generate 
sufficient profits. 

Sato [M]: Understood. Thank you very much. 

Moderator [M]: Thank you, Mr. Sato.  

Now, let’s move on to the next question. Mr. Hirata from UBS Securities, please go ahead. 

Hirata [Q]: This is Hirata from UBS Securities. Thank you for today’s presentation. 

I have a question regarding slide 19, specifically about the first layer. Last year, I believe the CAGR for 
automotive inductors and EMI filters was projected to be around 7%, but this year it’s been revised to 14%, 
which seems quite strong. This may be due to the movements in 2022, but it appears that the outlook for 
FY2025 has also been raised. 

Could you elaborate on the reasons and the background for this increased projection, especially considering 
the introduction of metal power inductors in this context? 

Nakajima [A]: Previously, we provided market forecasts for all inductors and EMI filters in last year. This time, 
we revised our forecast specifically for automotive inductors and EMI filters. 

Hirata [Q]: I see, so there’s a difference in the definition? 

Nakajima [A]: Yes, that’s correct. My apologies for any confusion. 

Hirata [Q]: Given this, and considering your explanation about metal inductors, has there been any change in 
your inductor technology or strategy over the past year? 

Nakajima [A]: We certainly don’t have the top share in the automotive market or in metal power inductors. 
While we can forecast market growth as shown here, we need to accelerate the development of new product 
lineups and improvements in rationalization and quality to match this growth. 

In other words, we consider inductors and EMI filters within this segment as our focus areas. 

Hirata [Q]: Thank you.  

For my second question, regarding the second-layer business in communication modules, I believe there was 
a comment earlier about achieving differentiation. Considering the limited changes in major customers’ 
platforms next year, President Nakajima mentioned a desire for growth starting from 2024. 
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I assume this involves technologies like XBAR and Eta Wireless. At this point, how confident are you about the 
prospects for next year? 

Nakajima [A]: First, the use of XBAR is expected to change market compositions and competitive 
environments, especially with the evolution of Wi-Fi, like Wi-Fi 7 and Wi-Fi 8. These developments, moving 
towards higher frequencies and broader bandwidths, require filters that could not be produced with previous 
technologies. XBAR makes this possible, and we see this as a major differentiator. 

Regarding smartphone platforms, as you mentioned, the changes in customer platforms will be a significant 
criterion. If such changes occur, it will be an opportunity for our differentiated technologies to come into play. 

Hirata [Q]: Regarding XBAR and Eta Wireless, can we expect these to contribute significantly to your 
performance next fiscal year? 

Nakajima [A]: While we can bring these technologies to market, I think we’re still in the process of building a 
track record in the market, so it might not reflect as a significant number in our results yet. 

Hirata [Q]: So, we should have expectations for the year after next? 

Nakajima [A]: Yes. 

Hirata [M]: Thank you. That’s all from me. 

Nakajima [M]: Thank you. 

Moderator [M]: Thank you, Mr. Hirata.  

Now, let’s move on to the next question. Mr. Akizuki from Nomura Securities, please go ahead. 

Akizuki [Q]: This is Akizuki from Nomura Securities. Thank you for taking my questions. I have two main points 
to discuss. 

Firstly, I’d like to ask about capacitors, specifically MLCCs. From a technical standpoint, there has been 
significant progress in thin-layering of MLCCs and particle uniformization, moving towards 1-micron sheets or 
0.8-micron sheets. However, my perception, from an external viewpoint, is that this progress seems to have 
somewhat stagnated recently. There have been improvements in detail, but no major breakthroughs, it seems. 

On the other hand, considering your recent collaborations with material companies and the need for higher 
reliability and particle uniformity in automotive applications, I understand that there’s a growing demand for 
a higher level of MLCC quality, different from what we’ve seen before. 

Especially for new applications in automotive, are there significant advancements in MLCC manufacturing 
technology or processes that Murata is preparing to undertake over the next few years? 

Also, in maintaining market share, particularly in markets like China, I understand that there’s a strategy to 
lower prices. Does this reflect an anticipation of future improvements in the product mix, including new 
products? Is the focus currently on securing market share with the expectation that this will lead to pulling 
through with new products? I’d appreciate some clarification on these points as my first question. 

Omori [A]: Thank you for your question. I’ll respond to that.  

First, regarding the progression of technology, although it may seem that the pace has slowed down, the 
advancement in thin-layering technology has been relatively steady. 
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For example, moving from 1 micron to 0.8 micron is already a 20% thinner. When it goes from 0.8 to 0.6 
micron, although it’s only 0.2 micron, the relative thinner. So, in that sense, technological progress has been 
consistent. 

Regarding your question about the finer particle size requirements from customers, particularly in the 
automotive market, the answer is yes. Especially in the automotive sector, the shift from engines to hybrids 
and EVs has led to a significant increase in electronics, and consequently, a substantial rise in the number of 
components used. 

As the number of components increases, even a single component’s failure rate directly impacts the quality 
of the automobile. Therefore, uniformity in this aspect is crucial, and we are focusing on enhancing our 
materials and processes accordingly. 

In terms of manufacturing, we are preparing for significant changes. This involves adapting to the changes in 
chip sizes and internal structures and making our manufacturing processes more efficient. This evolution in 
manufacturing is essential, and we are actively working on it. 

As for the priority of maintaining market share, keeping a certain share is important for acquiring technological 
information and remains a critical factor. While maintaining our market share, we aim to improve profitability 
through enhanced productivity, as I mentioned earlier.  

That’s all from me. 

Akizuki [Q]: Thank you for the explanation. May I ask for a clarification?  

I wasn’t fully aware of the changes in chip size and internal structure, though I understood there were changes 
in size. What are these changes responding to, and what is the direction of this evolution? 

Omori [A]: Previously, our focus was primarily on gasoline vehicles, particularly in engine control units. With 
the transition to EVs, we’re dealing with high-power electric motors and batteries, necessitating changes in 
the internal structure of components. Also, there’s a shift towards using slightly larger sizes. 

Akizuki [Q]: So, for ECU and circuits used in ADAS, where your company is particularly strong in reliability, the 
focus is more on particle uniformity and enhancing reliability rather than changes in the internal structure? 

Omori [A]: Yes, that’s correct. 

Akizuki [Q]: Considering the trends in EVs and areas like industrial machinery, which are relatively 
straightforward, how soon do you anticipate these developments in ADAS, high capacity, high reliability, and 
miniaturization becoming more pronounced? 

Omori [A]: The timeline for these developments will largely depend on the evolution of autonomous driving 
levels and V2X, or vehicle-to-everything, connectivity. Over the past few years, these technologies have been 
advancing roughly every one to two years, so we expect this pace to continue. 

Akizuki [Q]: So, in markets like China, there’s an expectation to move towards these advanced technologies, 
particularly in ADAS? 

Omori [A]: Yes, they will be used to a certain extent, especially in areas related to sensors and cameras. As 
more cameras are integrated into vehicles, the units processing this information will likely use these advanced 
technologies. 

Akizuki [Q]: Thank you, that was very informative.  
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My second question is probably for President Nakajima. In your presentation, you spoke about Murata’s 
strengths in business processes. 

One concern I personally have is about the business process. This process, which starts from developing 
materials, goes through a production process, leads to mass manufacturing, and then to widespread global 
supply to customers, is incredibly effective in certain contexts. 

However, not all areas grow exclusively in this manner. For example, in the area of wireless modules, which 
President Nakajima has long been working on, it seems that breakthrough technologies are required for 
significant improvement. If there’s a breakthrough in these areas, circuits could improve dramatically, leading 
to an increase in market share. I believe there are opportunities for a kind of breakthrough or mastery in 
specific technologies. 

So, my concern is that over-standardizing the business process might prevent the expansion of new products 
and new areas. Considering Murata’s focus on growth in the second and third layers, as advocated by 
President Nakajima, how do you plan to create differentiated products within these business processes? 

Nakajima [A]: That’s a challenging question.  

When you mention business process, I assume you’re referring to the manufacturing aspect. What I’ve always 
emphasized, and what we have been developing in areas like high frequency and sensors, is what we call mass 
customization. It involves a variety of products in small quantities. However, if we approach mass 
customization in the same way as producing a wide variety of products in small quantities, it won’t be 
profitable. 

The key lies in standardizing processes and materials. Take Multilayer resin substrates, for example. We don’t 
have a multitude of different materials. We have one standard process. The challenge is efficiently changing 
the colors or variations within this process. By creating a flow where different items appear to be standardized, 
we can ensure profitability. 

Having a range of technological options is essential. For instance, our substrate technology varies from 
Multilayer resin substrates circuits to ceramic multilayer boards, each with its own process. However, 
products utilizing these core technologies all follow the same process. This approach, I believe, is crucial for 
enhancing the profitability of our second-layer business. 

Akizuki [Q]: So, that is precisely why you want to integrate differentiated technologies into the platform, 
acquiring IPs and continuing M&A activities, and then standardize them to leverage your strengths? 

Nakajima [A]: Yes, exactly. 

Akizuki [M]: I understand, thank you very much. 

Nakajima [M]: Thank you. 

Moderator [M]: Thank you, Mr. Akizuki.  

Now, let’s move on to the next question. Mr. Katsura from SMBC Nikko Securities, please go ahead. 

Katsura [Q]: This is Katsura from SMBC Nikko Securities. Thank you for today’s presentation. I have two 
questions. 

The first one is about slide 30, regarding intellectual property. This might be a bit vague, but could you share 
Murata’s approach to KPIs or management strategy in intellectual property? 
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What I’m asking about is the management approach to IP within your company. For example, in some 
companies, IP is managed by employees based on the number of patent applications filed. As for Murata, 
considering there was a mention of a black box approach earlier, it seems that there is a decision-making 
process about what should be patented and what should not, possibly keeping some innovations internal 
rather than filing for patents.  

I’m interested in understanding how Murata evaluates the value of its IP, especially in terms of this decision-
making process. Are there specific KPIs or metrics that you use to assess the value of your intellectual property, 
both for patents and for technologies that are kept as trade secrets? I’d appreciate it if you could share details 
on this aspect. 

Nakajima [A]: Well, it might sound quite general, but as part of our business flow for engineers, ensuring IP 
protection is a basic premise. We are not just focusing on what we are doing, but also considering the IP 
strategies and maps of our competitors in the industry. We have set KPIs for each business unit, and I think 
most of them have moved away from simply counting patent applications to focusing more on the quality of 
the applications. 

However, I have discussed with our IP team about the quantifiable results of these efforts. Currently, we still 
face the challenge of properly evaluating how these intellectual properties contribute to our business and 
linking them with management data. That remains an area for improvement. 

Katsura [Q]: Regarding licensing out or maximizing returns from IP not used internally, are you actively 
pursuing such strategies, or is it not a significant focus? 

Nakajima [A]: We are doing this in some business areas. I believe that’s also a result of our IP activities and 
should be counted. However, as I mentioned earlier, we haven’t yet been able to quantify these efforts 
comprehensively, which is still a challenge for us. 

Katsura [Q]: So, in that sense, is the income from licensing out less significant in terms of its overall 
contribution to the Company, with internal contributions being more substantial? 

Nakajima [A]: Exactly. In reality, cross-licensing occurs more frequently than licensing out. Since we have a 
broad range of products, there are instances where we want to use a particular patent for one product, but 
in exchange, we might be asked to allow the use of another product group’s patents. 

I do believe this aspect is an important point of intellectual property management. We aim to find a way to 
quantitatively account for it in our overall strategy. 

Katsura [Q]: Thank you for the explanation.  

My second question, which may be a bit premature, is about the framework for the next mid-term plan, 
particularly as it relates to slide 12. 

One aspect is the continuation of a dividend payout ratio of 30% and a DOE of 4%, which has been consistent 
in the past. However, considering the high equity ratio, I wonder if this figure is still appropriate. Also, 
regarding WACC, in light of potential inflation and increasing risk-free rates, are there any thoughts on 
changing the overall framework as we head towards 2030? Any hints on this would be appreciated. 

Minamide [A]: Thank you for your question.  

As of now, we do not plan to change this overarching approach. However, discussions about shareholder 
returns and the structure of our balance sheet are ongoing in the Board of Directors’ meetings. These 
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discussions will naturally form part of our strategy as we head towards 2030 and will be a key element in our 
next mid-term planning. 

Katsura [M]: Understood. Thank you very much. That’s all from me. 

Moderator [M]: Thank you, Mr. Katsura. If anyone else has a question, please press the raise hand button. 
Does anyone have further questions? 

It seems there are none, so with that, we will conclude Murata Manufacturing’s information meeting 2023. 

Thank you very much for your participation today despite your busy schedules. 

[END] 
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