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Messages from the Management

1. Performance Overview
In fiscal 2008, ended March 31, 2008, Toyota posted significant business
results. On a consolidated basis, we recorded a year-on-year increase in
vehicle sales of 389,000 units, to 8,913,000 units; a 9.8% increase in net
revenues, to ¥26,289.2 billion; a 1.4% increase in operating income, to
¥2,270.3 billion; and a 4.5% increase in net income, to ¥1,717.8 billion.
Factors contributing to the increase in operating income totaling ¥410.0
billion were the effects of marketing efforts of ¥290.0 billion and cost
reduction efforts of ¥120.0 billion. On the other hand, factors resulting in 
the decrease in operating income totaling ¥378.3 billion were increases in
expenses of ¥330.2 billion and an increase in valuation losses on interest rate
swaps stated at fair value by ¥48.1 billion. Moreover, net income increased
¥73.8 billion compared with the last fiscal year, mainly due to a ¥60.6 billion
increase in equity in earnings of affiliated companies.

In fiscal 2008, Toyota’s profit structure became more geographically
balanced, due to growing contributions from resource-rich and emerging
countries in Asia, Central and South America, Oceania, and Africa. I believe
this can be attributed to Toyota’s growth strategy of utilizing every
opportunity across its full product lineup and in all regions.

Furthermore, the steady growth of net income—the ultimate profit of
Toyota’s business—is also a significant point for fiscal 2008, and is the result
of rising operating income from our global operations and equity in earnings
of affiliated companies. Growth of equity in earnings has been particularly
strong and has more than doubled over the past four years, primarily due
to the rapid growth of Chinese operations.

Moving forward, Toyota will continue to build a rock-solid base through
improvements in technology, supply, and marketing and their supporting
factors, such as product quality, cost, and human resources. Though these
efforts and by taking advantage of opportunities, while avoiding or
absorbing risks, in all product segments and regions, Toyota will continue 
to pursue stable, long-term growth.
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2. Performance by Segment 
In Japan, net revenues increased 3.4%, to ¥15,315.8 billion, while operating
income decreased 1.2%, to ¥1,440.3 billion, which maintained earnings at the
same high level recorded in the previous fiscal year. As a result of brisk
demand in resource-rich and emerging countries in fiscal 2008, we increased
export volumes through our flexible domestic production system.

In North America, net revenues increased 4.4%, to ¥9,423.2 billion, while
operating income decreased 32.1%, to ¥305.3 billion. Amidst lower sales in
the U.S. automotive market year on year, Toyota’s market share in the United
States reached a record high of 16.3%. At the same time, the rapid decline in
interest rates in the United States during fiscal 2008 resulted in an increase
in valuation losses on interest rate swaps stated at fair market value by ¥66.7
billion, to ¥91.4 billion, at sales finance subsidiaries. Excluding the influence
of these valuation losses on interest rate swaps, Toyota’s operating income in
North America remained high, at approximately ¥400.0 billion.

In Europe, Toyota recorded a rise in net revenues of 12.7%, to ¥3,993.4
billion, and a 3.0% increase in operating income, to ¥141.5 billion. In the
rapidly growing Russian and Eastern European markets, sales of Camry and
Avensis were brisk and contributed to profit growth.

In Asia, net revenues rose 40.2%, to ¥3,120.9 billion, and operating income
increased 2.2 times over the previous fiscal year, to ¥256.4 billion. Strong sales
of IMV* vehicles and Yaris in Indonesia and Thailand, as well as increased
export of IMV vehicles to areas outside of Asia—enabled by the enhanced
production capacity in Thailand—all contributed to the expansion of profit.

Central and South America, Oceania, and Africa also posted a large
increase in earnings, with increases of 19.3% in net revenues, to ¥2,294.1
billion, and 72.4% in operating income, to ¥143.9 billion. Models adapted
to local tastes, such as the Corolla in Brazil, IMVs in Argentina, and the Camry
in Australia, helped boost vehicle sales across all markets. 

In the financial services segment, net revenues rose 15.2%, to ¥1,498.3
billion, while operating income fell 45.4%, to ¥86.5 billion, mainly due to an
increase in valuation losses on interest rate swaps stated at fair value by ¥48.1
billion, to ¥68.0 billion, at sales finance subsidiaries. In addition, the credit
crunch in the U.S. market that caused the loan loss ratio to soar in the latter
half of 2007 is another principal cause of the decline in the financial services
segment income. Toyota has maintained a conservative credit policy.
Furthermore, we have strengthened our credit control and debt collection
practices since last autumn. In addition, the increase in outstanding loan
balance due to the increase in vehicle sales and the improvement in lending
margins are contributing to financial services segment earnings.

Equity in earnings of affiliated companies rose 28.9%, to ¥270.1 billion,
primarily due to the strong performance by our joint ventures in China and
domestic Group companies. Especially, ongoing efforts by our Chinese joint
ventures to steadily develop their production and sales foundation, in
response to brisk local demand, are contributing greatly to profit.

For fiscal 2009, ending March 31, 2009, we are forecasting vehicle sales of 9.06
million units, net revenues of ¥25,000.0 billion, operating income of ¥1,600.0
billion, and net income of ¥1,250.0 billion on a consolidated basis. This forecast
assumes average exchange rates through the fiscal year of ¥100 per US$1 and

Consolidated Results Outlook for Fiscal 2009
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* IMV: An abbreviation for Innovative International Multipurpose Vehicle, which refers to sport-utility
vehicles (SUVs), pickup trucks, and other multipurpose vehicles that Toyota develops and
produces overseas for markets worldwide.
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¥155 per 1. A factor contributing to the increase in operating income prospect
is the effect of marketing efforts of ¥180.0 billion. Factors contributing to the
decrease in operating income prospect totaling ¥670.3 billion are the effects of
changes in currency exchange rates of ¥690.0 billion and increases in expenses
of ¥160.3 billion. As for cost reductions, our prospect for fiscal 2009 is ¥0 as we
are largely affected by the sharp rise in raw material costs. However, Toyota still
maintains a high level of cost reduction capability.

We anticipate capital expenditures* of ¥1,400.0 billion and depreciation
costs of ¥1,100.0 billion.

Although we will be faced with an extremely challenging business
environment for fiscal 2009, we intend to continue investing actively for our
future growth, while further improving efficiency. Moreover, we consider this
challenge a valuable opportunity to further kaizen and will use this opportunity
to turn Toyota into an even more flexible and stronger company.

The three key components of Toyota’s financial strategy are Growth,
Efficiency, and Stability. We believe that the balanced pursuit of these three
priorities over the medium-to-long term will allow us to achieve steady and
sustainable growth as well as increase corporate value.

1. Growth: Improving technology, supply, and marketing through
continued forward-looking investments

We believe developing technology to create new markets, strengthening
supply to meet global demands, and improving marketing to accurately
reflect market demand require a strong commitment to higher efficiency, 
and continued active investment in research and development and capital
expenditures. In fiscal 2008, the benefits of its forward-looking investments 
to date enabled Toyota to maintain positive free cash flow even with capital
expenditures* of approximately ¥1,480.2 billion and research and
development expenses of approximately ¥958.8 billion. We intend to
continue to invest actively to ensure long-term sustainable growth.

2. Efficiency: Maintaining and improving profitability and capital efficiency 
In fiscal 2008, Toyota’s operating income margin was 8.6% and return on
equity (ROE) was 14.5%. We will maintain high levels of profitability by
introducing products efficiently through the development of core global
models, further promoting the innovative VI** activity that have already borne
fruit in models released this year, organizing production systems to maintain
flexible supply capability to regions with high demand, and developing and
introducing highly efficient production engineering of the kind typified by the
Takaoka Plant’s innovative production line. In addition, we will continue to
acquire our own shares with a view to maintaining and improving profitability
and capital efficiency.

3. Stability: Maintaining a solid financial base
Toyota maintains a solid financial base by ensuring sufficient liquidity and
stable shareholders’ equity. At fiscal year-end, liquid assets*** were
approximately ¥4,200 billion, while shareholders’ equity amounted to
approximately ¥11,800 billion. Toyota’s sound financial position enables us
to maintain levels of capital expenditures and investment in research and

Financial Strategy

1. Growth
• Continue forward-looking 

investment for growth

2. Efficiency 
• Enhance profitability 
and capital efficiency

3. Stability 
• Maintain solid financial base

Sustainable growth

Balanced implementation 
of 1.–3. over the medium 

to long term

Financial Strategy

*** Excluding leased assets
*** VI = Value Innovation
*** Excluding financial subsidiaries
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development even under such conditions as rises in raw material costs and
drastic changes in foreign exchange rates, and underpins the high credit
ratings that enable access to stable, low-cost financing even during the credit
crunch. In view of anticipated medium-to-long term growth in automotive
markets worldwide, we believe that maintaining adequate liquidity is essential
for the implementation of forward-looking investment to improve products
and develop next-generation technology, as well as establish production and
sales operations for the expansion of businesses worldwide.

Toyota considers the returning of profits to its shareholders as one of its
priority management policies and continuously strives to increase per-share
earnings through aggressively promoting its business while improving and
strengthening its corporate foundations. With respect to the payment of
dividends, Toyota declared an annual dividend payment of ¥140 per share at
the end of fiscal 2008, which is an increase of ¥20 from the previous fiscal year.
This marks the ninth consecutive term of dividend increase—a record high for
Toyota. The consolidated dividend payout ratio increased from 23.4% in fiscal
2007 to 25.9% in fiscal 2008. Going forward, Toyota aims to achieve a
consolidated dividend payout ratio of 30% at an early stage, as well as strives
for continuous growth of dividend per share, giving due consideration to such
factors as business results for each term and new investment plans.

With respect to the repurchase of our own shares, all shares authorized at
the Ordinary General Shareholders’ Meeting held in June 2007, which were
the lesser of 30 million shares or the number of shares equivalent to ¥250
billion in cost of repurchase, were repurchased. Furthermore, in February 2008
the Board of Directors authorized an additional share repurchase of the lesser
of 12 million shares or the number of shares equivalent to ¥60 billion in cost
of repurchase, and as of March 31, 2008, 9.52 million shares at a total cost of
¥59.9 billion were repurchased. In fiscal 2008, Toyota repurchased 49 million
shares at a total cost of ¥317 billion. Since Toyota began repurchasing shares
in fiscal 1997, the cumulative number of shares repurchased as of the end of
June 2008 was approximately 722.04 million shares at a total cost of
approximately ¥2,796.0 billion.

To define improvement of capital efficiency, Toyota canceled 162 million
shares of its treasury stock at the end of fiscal 2008. Toyota will continue to
retain the remaining treasury stock of approximately 300 million shares to
achieve flexibility in management, but as a principle, plans to cancel all shares
it repurchases in the future. At the Ordinary General Shareholders’ Meeting
held in June 2008, a resolution was passed to authorize the repurchase of
30 million shares at a total cost of ¥200 billion. Toyota aims to continue
repurchasing shares to effectively respond to changes in the management
environment and to improve capital efficiency.

Going forward, Toyota hopes to continue meeting shareholders’
expectations through medium-to-long term growth and the active return
of profits to shareholders.

July 2008

Mitsuo Kinoshita, Executive Vice President

Dividends and Share Acquisitions
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