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PRESIDENT’S MESSAGE

“ We will step up growth through further
innovation inspired by the Toyota Way tradition. ”

Design Headquarters,

Toyota City, 

Aichi Prefecture, Japan
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➤ By way of introduction, at the Board of Directors’ Meeting held after the

Ordinary General Shareholders’ Meeting on June 23, 2005, I was appointed

to the position of president. During my previous four-year term as an

executive vice president, I was primarily responsible for purchasing—with a

particular focus on advancing manufacturing innovation in partnership

with suppliers and enhancing Toyota’s cost and product competitiveness in

markets worldwide. And, I intend to draw on that experience to tackle

management issues head on.

Handed down and developed since the Company’s incorporation, the

Toyota Way has become the bedrock of our thinking. Because we are likely

to face ever-more challenging business conditions, I want to pass on that

mind-set to inspire a sense of shared vision among our employees. Further,

I believe manufacturing must give priority to the customer. A vehicle that

for Toyota is one of millions built a year represents a valuable possession

for each customer. Therefore, reflecting the customer’s standpoint will be

paramount in our ongoing quest to be number one in the world in quality,

speed to market, pricing, and service. Moreover, to earn the approval of

customers and society, we will build vehicles with excellent environmental

and safety performance.

Although Toyota posted its best-ever results in fiscal 2005, the Company

will single-mindedly implement an aggressive long-term investment

strategy that targets sustainable growth first and foremost. At the same

time, we aim to accelerate innovation to further strengthen our position in

the automobile industry and to increase earnings and shareholder value.

I would like to take this opportunity to ask our shareholders and other

investors for their continued trust and support.

[ P E R F O R M A N C E   ]

“ We were able to raise cash dividends for the sixth straight year 
on the back of another record performance. ”

➤ Toyota reached all-time highs across the board, with consolidated worldwide vehicle
sales of 7.40 million units, net revenues of ¥18.55 trillion, operating income of ¥1.67
trillion, and net income of ¥1.17 trillion. Those results were due to the concerted
efforts of the Toyota Group, its suppliers, and sales affiliates to market attractive
vehicles that win the hearts of customers worldwide. As a result, I am pleased to
report that we were able to increase returns to shareholders by raising cash
dividends for the sixth consecutive year. While I rate the year’s achievements
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highly, I see our performance as a stepping stone on our way toward even more
ambitious targets.

Although Toyota rewrote performance records, the outlook remains challenging.
We face a range of internal and external issues, including the need for prior invest-
ment to respond to the worldwide demand surge, hikes in raw materials costs, and
currency exchange rate fluctuations. Given the opacity of the business environment
and the investment and operational costs that are now needed to drive the
Company toward a new growth phase, I will redouble efforts to heighten manage-
ment efficiency and maintain solid growth.

[ A C H I E V E M E N T S   ]

“ Further globalization and localization pushed consolidated
overseas vehicle sales past the 5-million-unit milestone. ”

➤ Looking back over the year, the Japanese economy recovered mildly due to better
corporate earnings and an increase in employment. Overseas, the business climate
was generally favorable, with the United States enjoying higher private-sector
capital investment and consumer spending, while Asian economies upheld
vigorous growth. As a result, demand continued to rise in automotive markets
worldwide.

Against that backdrop, Toyota worked to realize products that provided even more
satisfaction to customers the world over. In Japan, we claimed 44.5% of the market
excluding minivehicles—our largest-ever share—by fully remodeling mainstays and
by actively bringing new models to market. Overseas, in Thailand and six other
countries we started up production of the IMV (Innovative International Multi-
purpose Vehicle) series. Offering premium quality, comfort, and affordable prices,
the lineup sold briskly. In North America, Toyota targeted young customers by
launching sales of Scion-marque cars across the United States. Meanwhile, our plant
in Mexico began rolling out pickup trucks. In Europe, our plant established with
PSA Peugeot Citroën started building small passenger cars in the Czech Republic.
In China, Toyota moved operational expansion up a gear, initiating local produc-
tion of the high-end Crown sedan and jointly establishing a vehicle production and
sales company with Guangzhou Automobile Group Co., Ltd. As a result of those
bold initiatives to develop our global operations, consolidated overseas vehicle sales
cleared the 5-million-unit mark for the first time.

In addition, worldwide sales of hybrid vehicles soared as they won ever-greater
numbers of fans among customers the world over. In fiscal 2005, we shipped
approximately 151,000 units—2.5 times more than in the previous fiscal year.
Moreover, Toyota began overseas deployment of two SUVs equipped with the latest
hybrid systems, following the vehicles’ March 2005 debut in Japan. We are
committed to further enriching our hybrid lineup because we see hybrid systems as a
core technology that will underpin next-generation environmental measures.
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[ K E Y  M A N A G E M E N T  I S S U E S   ]

“ We will take an even bolder approach to the simultaneous 
pursuit of growth and efficiency. ”

➤ Toyota’s top management priority is to enhance growth and efficiency at the same
time. I have no intention of sacrificing efficiency for growth or vice versa. Amid a
fierce global struggle for survival among automakers, I feel it is critical to steer
Toyota through a range of in-house and external issues guided by a constant
awareness of the need for growth and efficiency.

I am convinced that to earn recognition of Toyota’s value among customers
worldwide, we must devote ourselves to manufacturing that is driven by their
expectations while honing technological capabilities and improving cost competi-
tiveness. In other words, we have to achieve nothing less than becoming the
number one automaker in the world in quality, speed to market, pricing, and
service. Such statements are easy to make; following through on them is another
matter. We are backing our assertions with concrete results that are based on the
implementation of innovations that are integrating our manufacturing efforts with
those of partner suppliers. By taking on even more sweeping reform of management
and manufacturing, we intend to unlock further corporate value going forward.

[ T A R G E T S  A N D  M O T I V A T I O N   ]

“ Our employees will work as a team toward the realization 
of Toyota’s vision. ”

➤ In the near term, I am eager to realize our target of 8.5 million vehicle sales in
calendar 2006 by pushing up sales in regions worldwide. In the longer term, we
would like to stake out 15% of the global automotive market in the early 2010s.
That figure represents the next major ambition for Toyota, which already holds a
10% share of the world market and is pursuing further growth.

However, I do not want to be misunderstood on this point. I will not adopt a
management style at Toyota that only focuses on winning market share. We will
steadily build toward a 15% share of the market through consistent effort. Another
reason for raising 15% as a banner is to give Toyota employees worldwide a
challenging shared goal that will fire them to win out in the face of intense market
competition. In our view, stagnation is synonymous with retreat; the outlook is
bleak for any company that cannot sustain growth. Make no mistake, Toyota is
bursting with energy and its appetite for growth is truly insatiable.

[ G R O W T H  S T R A T E G I E S   ]

“ We will maintain growth by bolstering capabilities in three areas  
key to competitiveness—development, supply, and marketing.  ”

➤ To sustain growth, Toyota must reinforce its capabilities in development, supply, and
marketing. Therefore, we will continue farsighted investment in those areas to build a
platform for new growth.
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In development, we are fast-forwarding process innovation to shorten the lead
times needed to bring appealing vehicles to market. Also, we are targeting competi-
tive advantage by forging ahead even further in the development of environmental,
safety, and other next-generation technologies. Research and development expenses
amounted to ¥755.1 billion in fiscal 2005, and we plan research and development
spending of ¥770.0 billion in fiscal 2006.

In supply, we will increase local production dramatically. Based on a strategy of
building vehicles in regions where demand exists, plans call for an approximate
doubling of current local production to about 5 million units. Already, new plants
have either started production or are being built in North America, Thailand,
China, and Russia. Meanwhile, domestic production will support overseas manu-
facturing by absorbing fluctuations in global demand. Therefore, we plan to raise
domestic production capacity. The resulting additional investment will raise capital
investment year on year from ¥1,087.2 billion to ¥1.25 trillion in fiscal 2006.

In marketing, we will continue to fortify our sales network in regions worldwide.
In Japan, our mainstay market, we reorganized sales channels by launching a new
Netz channel in fiscal 2005. We are also strengthening sales capabilities through
brand realignment, with the Japanese premier of the Lexus range scheduled for
August 2005.

[ C A P I T A L  P O L I C Y  A N D  R E T U R N S   ]

“ To grow consolidated dividend payout ratios, our profit distribution 
will reflect consolidated results more closely.  ”

➤ We have regarded actively returning profits to our shareholders as an important
management policy. But, starting in fiscal 2005, we aim to further emphasize that
philosophy in three respects. First, we will view returns to shareholders on a
consolidated basis. In the past several years, we have returned most of non-
consolidated cash flows to shareholders through cash dividends and purchases of
common stock. However, given the increasing globalization of our operations, we
will strive to grow consolidated net income per share continuously and reflect those
improvements in returns to shareholders. Second, we will shift the primary axis of
dividend policy from cash dividend amounts to consolidated dividend payout ratios.
Finally, Toyota aims to increase cash dividends to a markedly higher level.

In light of the anticipated growth of automotive markets worldwide, the Company
will leverage retained earnings to further expand operations and to construct a strong
management platform. Specifically, we will undertake forward-looking investment to
enhance product competitiveness and establish next-generation technology. At the
same time, Toyota will allocate resources to grow operations globally by upsizing
production and sales systems at home and abroad and to develop new operations.
Toyota is committed to building shareholder value through aggressive investment
that will enable the Company to triumph over global competition and continue
growing in the 21st century.
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[ S O C I A L  R E S P O N S I B I L I T Y   ]

“ We strive to manage Toyota in a way that benefits all of our stakeholders.  ”
➤ Needless to say, in order to sustain growth, Toyota must develop operations in

harmony with international society and the Earth’s environment and maintain
sound relationships with stakeholders. Additionally, we have to establish corporate
governance systems while holding ourselves to the highest ethical standards through
adherence to the letter and the spirit of laws in Japan and overseas.

Mindful of those imperatives, Toyota regards reflecting the interests of all stake-
holders, including shareholders, customers, employees, business partners, and local
communities, as an important management function that will enable continued
growth as one of international society’s trusted corporate citizens. Accordingly, in
January 2005 Toyota issued the “Contribution towards Sustainable Development”
statement in Japan and overseas, detailing the Company’s social contribution initiatives.
(see the Contribution towards Sustainable Development section on page 21 for further details)

[ O U T L O O K   ]

“ To further the automobile industry’s development, Toyota will work 
to realize long-term growth.  ”

➤ Without a doubt, the global automotive market is going to grow over the medium-
to-long term. Currently generating sales of more than 60 million units, the market
is expected to reach 75 million vehicles over the coming decade. In addition to the
advanced automotive market of the United States, emerging markets in China, Russia,
India, and other countries will fuel that expansion. In the short-term, although
economies worldwide will likely see modest growth, the operating environment is
unpredictable due to numerous potential sources of instability, such as the U.S.
economic outlook, China’s austerity measures, climbing crude oil and steel prices, and
currency exchange rate trends. Moreover, competition in the global automobile
industry is becoming even more fierce as automakers deploy large numbers of new
models and strive to develop next-generation technologies that address energy and
global-warming issues.

My response to those conditions will be to continue leveraging our solid financial
base to bolster market competitiveness while steadily laying foundations for long-
term growth. In the current fiscal year, ending March 2006, we project an increase of
about 6.0% in consolidated vehicle sales, to 7.85* million units. In closing, I look
forward to developing an enduring and fruitful partnership with all of our
stakeholders in the years to come.

July 2005

Katsuaki Watanabe, President




